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The adequate financial resources are vital for increasing the pace 
of industrialisation and, therefore, existence of suitable agencies to 
mobilise and develop resources that are available internally becomes 
essential. It is at this stage that financial institutions come into picture. 
Financial institutions net only help in the mobilisation and collection of 
scattered savings from different sections of populations, but they also help 
to increase the overall level of savings and investment and allocate scarce 
savings more efficiently among most desirable and productive investments, 
in accordance with the national priorities. 
In developing countries, availability of finance is one of the 
important bottlenecks in the process of industrial development. Since the 
personal savings are meagre due to lower per capita incomes in these 
countries, the chances of increasing the rate of savings appear poor. 
However, much can be done by putting greater emphasis on 
institutionalization of savings. Therefore, one of the most pressing needs 
of the developing countries is to promote financial integrity, establish 
effective and cheap protection for rights of creditors and create the 
financial institutions through which the savings of the community can 
be effectively channelled- into the hands of active investors. 
Under the British rule India could not achieve much on the front 
of industrial development. Among other factors, one of the most important 
factor which hampered the development of industries was the lack of 
financial institutions, particularly lack of specialised financial institutions, 
to meet the financial requirements of the industrial sector, especially the 
requirements of medium and long-term finances. After Independence, the 
absence of an organised and developed capital market was keenly felt. 
Government of India, consistent with its policy of playing an active role 
in the industrial development of the country took appropriate steps towards 
creating a network of financial institutions in the country to fill the gaps 
in the supply of long-term finance to industry. After Independence, the first 
institution which was set up in the country was IFCI in 1948 followed 
by the establishment of SFCs under the SFC Act 1951, NIDC (1954), ICICI 
(1955), NSIC (1955), LIC (1956) and RCI (1958). A major landmark in 
this field took place in 1964 when IDBI was established as the apex 
institution in the field of industrial finance. UTI was also established in 
the same year. IRCI was set up in 1971 which was later renamed as IRBI 
in 1985 and then IIBI in 1997. GIC came into existence in 1973. SIDBI 
was set up in 1990 as a wholly-owned subsidiary of IDBI. SIDCs were 
set up during sixties and early seventies under the Companies Act, 1956 
or as autonomous Corporations under specific State Acts. RBI has played 
an important role in the creation of these financial institutions. Thus, now 
we have a fairly well developed financial institutions for the provision 
of term-finance to the industry. These institutions have served the country 
fairly well in meeting the financial requirements of the industrial sector. 
In the present study entitled, "A Comparative Study of' 
Institutional Sources of Industrial Finance in India", an attempt has been 
made to examine the contributions made by various financial institutions 
towards industrial finance and their requirements for the industrial 
development of the country. In the light of above, the purpose is to 
ascertain the role of financial institutions in a comparative manner, 
emphasizing on institutionwise-assistancewise, institutionwise-sectorwise, 
institutionwise-industrywise, institutionwise-Statewise and institutionwise-
areawise development witnessed in the industrial sector of the country. 
The integrated structure of financial institutions constitute the main theme 
of the study. However, in order to make an indepth study, four financial 
institutions of diverse nature namely IFCI, ICICI, IDBI and SFCs have 
been chosen which together provided 70.5 per cent of the total assistance 
sanctioned by APIs to the industrial sector by the end of March 1997. 
This study is limited to the period of seventeen years from 1980-
81 to 1996-97. For the purpose of comparative analysis cumulative data 
by the end of March 1983, 1990 and 1997 have been taken into account. 
The study is exclusively based on secondary data published by RBI, IFCI, 
ICICI, IDBI and Government of India, etc. Trend analysis has been used 
as the main technique in this study and with the help of time series data, 
the growth and pattern of financing by the financial institutions have been 
analysed. The relative performance of each financial institution in the total 
assistance sanctioned to the industrial sector on the basis of various criteria 
has been ranked. 
The whole study is divided into eight chapters. Chapter first 
introduces the subject matter of the study by dealing with the theoretical 
relationship between institutional financing and industrial development. 
Chapter second deals with the structure of industrial finance in 
India. Apart from historical background and brief introduction of the role 
of managing agents in Indian economy in the pre-Independence period, 
chapter gives the details of the development of institutional framework 
after Independence. It also discusses the contribution of different financial 
institutions in providing assistance to the industrial sector of the country. 
Chapter third makes an elaborate assessment of the overall 
operations and functioning of IFCI. IFCI was established in 1948 to make 
medium and long-term credits more readily available to industrial concerns 
in India, particularly in the circumstances where normal banking 
accommodation is inappropriate or recourse to capital issue method is 
impracticable. Chapter reveals that during 1980-97 assistance sanctioned 
and disbursed by IFCI has increased at an annual average growth rate 
of 30.1 per cent and 28.3 per cent respectively, which is higher than the 
growth rate of sanctions and disbursements of APIs. IFCI has granted 
i^imc-^'-'''^^^-
92.4 per cent of its total assistance in the form of direct assistance. Loans 
constitute the single most important component of IFCI's direct financial 
assistance forming 75.6 per cent of total direct assistance. Private sector 
has been the largest recipient of IFCI's assistan.ce followed by joint, public 
and cooperative sectors. 
IFCI has sanctioned 60.8 per cent of its total assistance to the 
growth-oriented basic and capital goods industries such as chemicals and 
chemical products, metal products, electricity generation, electrical and 
electronic equipment, etc. IFCI has granted 56.4 per cent of its total 
assistance to the new projects and remaining 43.6 per cent to the existing 
projects for their expansion/diversification and modernisation/renovation 
purposes. Though IFCI's assistance is spread over all States and Union 
Territories, but its substantial proportion is concentrated among few 
relatively developed and large States. IFCI has sanctioned 47.03 per cent 
of its total assistance to the projects located in backward areas of the 
country, but a substantial part of this assistance (74.6 per cent) is 
concentrated among few relatively developed and large States. 
Chapter four deals with the overall operations and functioning of 
ICICI. It analyses the contribution of ICICI in meeting the financial 
requirements of the industrial sector. ICICI was established in 1955 with 
the primary objective of providing foreign currency loans to industrial 
projects and promote industries in the private sector. It is the second 
largest source of funds to industries next only to IDBI. During 1980-97 
assistance sanctioned and disbursed by ICICI has increased at an annual 
average growth rate of 30.7 per cent and 29.8 per cent respectively, which 
is higher than the growth rate of sanctions and disbursements of AFIs. 
In accordance with its objective, ICICI has sanctioned 25.2 per cent of 
its total assistance in the form of foreign currency loans. Loans (consisting 
of both foreign currency loans and rupee loans) constitute the single most 
important component of ICICI's financial assistance forming 61.1 per cent 
of total assistance. Sectorwise assistance shows that private sector has 
been the largest recipient of ICICI's assistance followed by public, joint 
and cooperative sectors. 
Growth-oriented basic and capital goods industries such as basic 
metals, chemicals and chemical products, metal products, electrical and 
electronic equipment, electricity generation, machinery, etc. have accounted 
63.0 per cent of total assistance. ICICI has granted greater part of its 
assistance (79.3 per cent) to existing projects for their expansion/ 
diversification and modernisation/renovation purposes, while new projects 
accounted only 20.7 per cent of its total assistance. Statewise distribution 
of assistance sanctioned by ICICI shows considerable concentration among 
few relatively developed and large States. However, over the years the 
concentration of assistance has declined but still the situation is not very 
much satisfactory. ICICI has sanctioned 25.4 per cent of its total assistance 
to the projects located in backward areas of the country, but a substantial 
part of this assistance (82.5 per cent) has gone to backward areas of 
few relatively developed and large States. 
Chapter five makes an indepth assessment of the overall 
operations and functioning of IDBI. IDBI was established in 1964 as the 
principal financial institution for coordinating and supplementing the 
operations of financial institutions providing term-finance to industry and 
also as an agency for giving financial assistance to fill in the gaps. During 
1980-97 assistance sanctioned and disbursed by IDBI has increased at an 
annual average growth rate of 18.1 per cent and 16.3 per cent respectively, 
which is lower than the growth rate of sanctions and disbursements of APIs. 
IDBI has granted 63.3 per cent of its total assistance in the form of direct 
assistance. Loans constitute the single most.ini^o^ti[pp:6Qmponent of direct 
assistance of IDBI constituting 79.2 pqa-'d'^C PrivatT'l^td^^ has been the 
largest recipient of assistance sanctioned'^by ID&I followed^Mj public, joint 
and cooperative sectors. ^ ^ ' ' \ ' 5 ^ ^ > ^ -^'^''• 
IDBI has sanctioned 58.5 per cent of its total assistance to the 
growth-oriented basic and capital goods industries such as chemicals and 
chemical products, metal products, electrical and electronic equipment, 
machinery, cement, etc. IDBI has granted 45.7 per cent of its total 
assistance to the new projects, while remaining 54.3 per cent has gone 
to the existing projects for various purposes. IDBI's assistance is spread 
over all States and Union Territories, but its major portion of assistance 
is concentrated among few relatively developed and large States. IDBI has 
granted 36.0 per cent of its total assistance to the projects located in 
identified backward areas but, 79.7 per cent of total sanctions to backward 
areas has gone to few relatively developed and large States. 
In chapter six, the contribution of SFCs in meeting the financial 
requirements of the industrial sector has been analysed. SFCs have been 
set up under SFCs Act 1951 as specialised State level institutions for 
providing term-finance to small and medium enterprises. At present, there 
are 18 SFCs in the country. During 1980-97 assistance sanctioned and 
disbursed by SFCs has increased at an annual average growth rate of 18.1 
per cent and 18.4 per cent respectively, which is lower than the growth 
rate of sanctions and disbursements of AFIs. However, assistance disbursed 
by SFCs has increased at a higher rate than their sanctions. Rupee loans 
constitute the single most important component of SFCs' assistance 
constituting 99.6 per cent. Performance of different SFCs has varied from 
one another and from year to year. In accordance with their basic objective, 
72.1 per cent of the total assistance sanctioned and 89.3 per cent of the 
total number of units assisted by SFCs were in the small scale sector. 
Industrywise assistance shows that services have been the largest 
recipient of SFCs' assistance followed by chemicals and chemical products, 
food products, metal products, paper, basic metals, machinery, etc. SFCs 
have confined their financing mainly to ihe new projects which accounted 
74.4 per cent of the total assistance, while remaining 25.6 per cent to the 
existing projects. Statewise distribution of assistance shows that SFC of 
Kainatka got the highest share followed by Maharashtra, Tamil Nadu, U.P., 
Gujrat, etc. SFCs sanctioned 44.2 per cent of their total assistance to the 
projects located in backward areas, but a substantial part of their assistance 
have gone to backward areas of few States. Sizewise assistance shows that 
more than half (63.3 per cent) of the SFCs' assistance were in the size 
range of 10 lakhs to 90 lakhs, while they accounted only 9.5 per cent of 
the total number of units assisted, while 90.5 per cent of total assisted 
units in the size range of less than Rs. 10 lakhs got 36.7 per cent share 
in the total assistance of SFCs. 
Chapter seven deals with the overall analysis of AFIs in meeting 
the financial requirements of the industrial sector. It also deals with the 
comparative analysis of AFIs. During 1980-97 assistance sanctioned and 
disbursed by AFIs has increased at an annual average growth rate of 21.2 
per cent and 21.8 per cent respectively. A major part of the assistance 
sanctioned by AFIs was in the form of loans (consisting of rupee loans 
as well as foreign currency loans) constituting 76.9 per cent of the total 
assistance. Private sector has been the largest beneficiary of assistance 
sanctioned by AFIs followed by public, joint and cooperative sectors. 
AFIs sanctioned 58.4 per cent of their total assistance to growth-
oriented basic and capital goods industries. AFIs have granted major part 
of their assistance (59.7 per cent) to the existing projects for their 
expansion/diversification and modernisation/renovation purposes, while 
remaining 40.3 per cent for the establishment of new projects. AFIs' 
assistance is spread over all States and Union Territories, but major portion 
of their assistance is concentrated among few States such as Maharashtra, 
Gujrat, Tamil Nadu, UP., Karnatka, Andhra Pradesh, Madhya Pradesh and 
West Bengal. These eight States together accounted 74.3 per cent of the 
total assistance. AFIs sanctioned 33.7 per cent of their total assistance 
to the identified backward areas. However, there has been continuous 
decline in the share of assistance sanctioned to backward areas by APIs 
during 1980-97. 
' o 
Institutionwise assistance sanctioned by APIs shows that IDBI, 
being the apex body in the field of industrial finance, has been the largest 
source of funds to the industrial sector followed by ICICI, UTI, IFCI, 
SIDBI, SFCs, Lie, SIDCs, GIC and IIBI. 
In the last chapter, conclusions of the present study are given. 
The important findings of this study are summarised as follows: 
1. During 1980-97, the average annual growth rate of both assistance sanc-
tioned and disbursed by APIs have increased at about the same rate. 
2. The average annual growth rate of assistance sanctioned and disbursed 
by both IPCI and ICICI have increased at a higher rate than that 
of APIs, while IDBI and SPCs have recorded a lower growth rate. 
3. Assistance disbursed by IPCI, ICICI and IDBI has increased at a 
lower rate than their sanctions, while assistance disbursed by SFCs 
has increased at a higher rate than their sanctions. 
4. Loans (consisting of rupee loans as well as foreign currency loans) 
constitute the major form of assistance sanctioned by the financial 
institutions. 
5. Private sector has been the largest recipient of the assistance of 
financial institutions followed by public sector. However, both IFCI 
and ICICI have confined their assistance particularly to the private 
sector. 
6. IPCI, ICICI and IDBI have sanctioned major part of their assistance 
to non-traditional and growth-oriented industries but SPCs have paid 
greater attention on the development of consumer goods and services 
7. Financial institutions have sanctioned their assistance for the estab-
lishment of new as well as existing projects. However, ICICI has 
confined its assistance particularly to existing projects, while SFCs to 
new projects. 
8. Statewise distribution of assistance sanctioned by financial institutions 
shows considerable concentration among few large and developed 
States. North-Eastern States have been almost neglected by the 
financial institutions. 
9. Financial institutions have granted a substantial part of their assistance 
to projects located in identified backward areas of the country, but 
their Statewise distribution reflects concentration among few relatively 
developed and large States. Despite of decline in the concentration 
of their assistance still the situation is not very much satisfactory. 
10. IDBI has been the largest source of funds to the industrial sector 
followed by ICICI, UTI, IFCI, SIDBI, SFCs, LIC, SIDCs, GIC and 
IIBI. 
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INTRODUCTION 
The process of industrial growth requires, as one of its 
accompanying structural changes within the economy, the development of a 
capital market that will provide an adequate and properly distributed supply 
of finance to those entrepreneurs-whether public or private-who are setting 
up new industrial plants or expanding existing ones. The availability of 
money and credit permits entrepreneurs to gain control over the real 
resources, which enable them to engage in industry by producing and 
distributing industrial products'. 
Successful industrialisation has always been dependent on factors 
such as availability of enterpreneurship, efficient production techniques, 
skilful management methods and above all adequate financial resources. The 
adequate financial resources are vital for increasing the pace of 
indstrialisation and, therefore, the existence of suitable agencies to mobilise 
and develop resources that are available internally becomes necessary. It is 
at this stage financial institutions come into picture. While the financial 
institutions can not be an engine of growth, but they can certainly act as a 
growth inducing factor in the desirable directions. 
In the beginning, the would-be entrepreneurs normally find their 
own financial resources inadequate and, therefore, resort to external sources. 
The market through which such finance is made available is capital market. 
The role of capital market is to act as an intermediary to collect 
community's savings and to channelise them into appropriate productive 
activities consistent with national priorities. The intermediation of capital 
market tends to reduce the transaction costs and establishes a kind of 
relationship between savers and investors which facilitates transfer of 
savings from surplus sectors to the deficit sectors requiring these resources 
for investment. The availability of money and credit permits entrepreneurs to 
1. George, Rosen, "Some Aspects of Finance in India", Asia Publishing 
House, Bombay, 1962, p. 1. 
gain control over real resources which enable them to engage in industry by 
producing and distributing industrial products. The capital market has, thus, 
crucial role to play in the process of industrial development. 
In developing countries, availability of finance is one of the 
important bottlenecks in the process of industrial development. Since the 
personal savings are meagre due to lower per capita incomes in these 
countries, the chances of increasing the rate of savings appear poor. 
However, much can be done by putting greater emphasis on 
institutionalization of savings. Therefore, one of the most pressing needs of 
the developing countries is to promote financial integrity, establish effective 
and cheap protection for rights of creditors and create the financial 
institutions through which the savings of the community can be effectively 
channelled into the hands of active investors. 
In a developing country, institutional arrangements for the 
mobilisation and channelling of financial resources must be continuously 
expanded and adopted to the growing and varied needs of the economy. 
Even in developed countries, the need for specialised financial institutions is 
being increasingly felt, though the quantum of assistance channelled through 
them is small in relation to what is provided by the ordinary capital market 
mechanism. In developing countries the need for such institutions is much 
greater and in this connection, a great deal of initiative and assistance is 
called for by the Government and its agencies^. 
For a long time industrial development in India has been hampered 
for want of adequate financial resources. Before Independence, Indian 
financial system was not responsive to opportunities for industrial 
investment, and incapable of sustaining a high rate of industrial growth, 
particularly the growth of new and innovating enterprises. However, after 
2. Sethuraman, T.V., "Institutional Finance and Economic Development in 
India," Vikas Publications, New Delhi,1970,p.3. 
Independence, Government of India consistent with its policy of playing an 
active role in the industrial development of the country, took appropriate 
steps towards creating a network of financial institutions to fill the gaps in 
the supply of finance to industry. Now we have a fairly well developed 
financial institutions for the provision of term finance to the industry. These 
institutions have served the country fairly well in meeting the financial 
requirements of the industrial sector. 
However, financial institutions operating at national or regional 
levels have emerged as a significant source of term finance to industry. The 
corporate sector came to rely on the institutional funds for investment. The 
aggregate institutional sanctions and disbursements of assistance by these 
financial institutions have increased to a large extent over the years. There 
is no doubt that the institutional framework for providing industrial finance 
in the country is now fairly developed and well equipped to meet the 
growing requirements of the industries. 
Review of Literature 
In the very beginning, J. Schumpeter emphasized the crucial role 
of credit institutions in the financing of innovations and thus facilitating 
economic development. However, recently Gurley and Shaw-' have developed 
a theory of finance, wherein they have discussed the role of financial 
markets and institutions in a growing economy. They have shown that an 
immature financial system acts as an obstacle to economic development. The 
theory of finance developed by Gurley and Shaw leads one to consider the 
entire financial sector's importance in the economic development. They have 
laid emphasis on the allocation function of the financial intermediaries. 
However, the systematic and comprehensive empirical work in this 
3. Gurley, John, G., and Shaw. E.S.,"Money in a Theory of Finance," Motilal 
Banarsidas, Delhi, 1968. 
field was done for the first time in the United States by R.W. Goldsmith"', 
while in the United Kingdom, a comprehensive survey of financial 
intermediaries has been made by the Radcliff-Sayers Committee^ The 
importance of financial intermediaries and their crucial role is vividly 
brought out in these studies. In our country no similar comprehensive study 
has been undertaken so far. But a few studies covering some financial 
intermediaries and their role in the growth of industry or agriculture or for 
the economy as a whole have been completed, both at individual and 
institutional levels. 
In India, the first pioneering work in this field was undertaken by 
M.S. Joshi in his book entitled "Financial Intermediaries in India" published 
in 1965. Though the scope of the study has been limited to the agencies 
which supply finance mainly to large scale industries in the private sector, 
but Dr. Joshi drew attention to the growing share of financial intermediaries 
in industrial financing and the crucial role that they play in the country. He 
reveals the fact that their vigorous growth is an essential pre-requisite for 
rapid economic development of the country. Before Dr. Joshi, Rosen George 
has tried to look into the problems of industrial finance especially term-
finance in his book entitled "Some Aspects of Industrial Finance in India" 
published in 1962. Similarly, K.S. Sharma's book "The Institutional 
Structure of Capital Market in India" (1969), T.V. Sethuraman's work 
entitled "Institutional Financing of Economic Development in India" (1970), 
R.M. Saxena's work entitled "Development Banking in India" (1970),P.N. 
Singh's study "Role of Development Banks in a Planned Economy" deals 
mainly with such financial intermediaries which cater to the credit needs of 
the industrial sector of the country. 
4. Goldsmith, R.W., "Financial Intermediaries in the American Economy 
Since 1900," NBER, Princton, 1958. 
5. Report of the Committee on the Working of the Monetary System, 
London, August, 1958. 
OP. Goyal's work entitled "Financial Institution and Economic 
Growth of India" was published in 1979. He has undertaken a broad 
coverage of all types of financial intermediaries and institutions involved in 
financing industrial as well as agricultural sector of the economy. He has 
also tried to evaluate the role of RBI in the institutional financing of 
economic development. M.Y. Khan in his book entitled "Indian Financial 
System: Theory and Practice" (1980) has undertaken a comprehensive 
account of the main strands in the development of Indian capita! market 
since 1951. It contains a judicious mixture of theory and practice. Likewise, 
S.A. Ansari, in his book entitled "Financial Intermediaries and Industrial 
Development" (1998) has analysed the role of specialised financial 
institutions in meeting the financial requirements of our growing industrial 
sector and their contribution to industrial development of the country. 
Nature and Scope of the Study 
The problem of financing industries has acquired more prominence 
these days. With a faster growth of asset formation which accompanies rapid 
industrialisation, the proportion of external finance goes on increasing, and 
particularly the share of indirect external finance becomes larger. 
Institutional finances are the most important source of indirect external 
finance. Specialised financial institutions provide long-term loans to 
industries at concessional rates of interest with a view to faster the 
industrialisation process of the country. Thus, the role of financial 
institutions becomes crucial in the process of industrial development of the 
country. 
Industrial finance is one of the chief bottlenecks in our rapid 
industrialisation programmes and hence it is felt necessary to bring forth the 
growing importance of financial institutions in this connection. In the present 
study entitled, "A Comparative Study of Institutional Sources of Industrial 
Finance in India", an attempt has been made to examine the contributions 
made by various financial institutions towards industrial finance and their 
requirements for the industrial development of the country. In the light of 
above, the purpose is to ascertain the role of financial institutions in a 
comparative manner, emphasizing on institutionwise-assistancewise, 
institutionwise-sectorwise, institutionwise-industrywise, institutionwise-
Statewise and institutionwise-areawise development witnessed in the 
industrial sector of the country. 
The integrated structure of financial institutions constitute the main 
theme of the study. The structure of financial institutions comprises of : 
(1) Commercial Banks; 
(2) All-India Development Banks viz. IFCI, ICICI, IDBI, IIBI, and 
SIDBI, 
(3) Investment Institutions viz. LIC, UTI, and GIC, 
(4) State-level Institutions viz. SFCs, and SIDCs; and 
(5) Specialised Financial Institutions viz. RCTC, TDICI, and TFCI. 
In this study all the above financial institutions have been taken as 
major components of industrial finance in India.'Moreover, these financial 
institutions except commercial banks have been established after 
Independence to meet the term requirements of the industrial sector to 
accelerate the industrial development of the country. An analysis of their 
operations and workings will help us to find out whether they have succeed 
in their task or not, and what steps are required to further strengthen the 
existing structure and improve the functioning of these financial institutions 
so as the objective of rapid industrial development can be achieved more 
quickly. In order to make an indepth study, we have chosen four financial 
institutions namely. Industrial Finance Corporation of India (IFCI), Industrial 
Credit and Investment Corporation of India (ICICI), Industrial Development 
Bank of India (IDBI) and State Financial Corporations (SFCs), which 
together accounted 70.5 per cent of the total assistance sanctioned by AFIs 
by the end of March 1997. IFCI has been taken into account because it is 
the oldest and pioneer financial institution in the field of industrial finance. 
Normally, commercial banks do not extend their credit facilities for medium 
and long-term capital requirements of the industry and hence, to fill this 
lacuna IFCI was established. In fact, it was the result of a conscious 
policy adopted by the Government of India to stimulate the growth of new 
industries and the expansion of existing ones, particularly of large scale 
industries. ICICI has been chosen because it is the only privately-owned 
financial institution and also, it has occupied the first place as institutional 
underwriter of capital issues in the country. At the same time, it is the 
second largest source of finance to industries. IDBI has been chosen 
because it is the apex institution in the field of industrial finance and apart 
from being the largest and the residual source of funds to industries, it also 
coordinates the activities of other financial institutions engaged in this field. 
Lastly, study of SFCs become essential because they are State level 
institutions and cater basically the financial requirements of medium and 
small scale industries in their respective States. Thus, this study has 
incorporated financial institutions of diverse nature and activities operating 
at national and State level for providing the financial assistance to industries 
in the country. 
The study is limited to the period of seventeen years from 1980-81 
to 1996-97. However, for the purpose of comparative analysis cumulative 
data by the end of March 1983, 1990 and 1997 have been taken into 
account. This has been done in order to determine the share claimed by each 
financial institution at equal interval. 
Objectives of the Study 
The present study aims at examining the contributions made by 
financial institutions towards industrial finance in a comparative manner. 
Objectives of the study are as follows. 
(i) To determine the amount of financial assistance granted by financial 
institutions to industrial sector of the country. 
(ii) To examine the flow of financial assistance to different sectors by 
financial institutions, 
(iii) To examine the flow of financial assistance to different industries by 
financial institutions, 
(iv) To examine the role of financial institutions in providing financial 
assistance to new as well as existing projects for their expanstion/ 
diversification and modernisation/renovation purposes, 
(v) To examine the flow of financial assistance to different States and 
Union Territories by financial institutions, 
(vi) To ascertain the role of financial institutions in removing regional 
imbalances by providing financial assistance to projects located in 
identified backward areas of the country. 
Sources of Data and Methodology 
The study is exclusively based on secondary data, which have 
been mainly published by RBI, IFCI, ICICI and IDBI. Most of the relevant 
data have been collected from various issues of "Report on Development 
Banking in India" published by IDBI. Data have also been collected from 
various issues of "Report on Trend and Progress of Banking in India", 
"Report on Currency and Finance", and "Reserve Bank of India Bulletin" 
published by RBI Annual Reports of IFCI, ICICI and IDBI have also been 
used. Various issues of "Economic Survey" and "Annual Survey of 
Industries" have also been used for the data. Thus, for the present study 
data have been collected from reliable and secondary sources. 
However, in order to analyse the role of financial institutions in a 
comparative manner, trend analysis has been used as the main technique in 
this study. At the same time, with the help of time series data, the growth 
and pattern of financing by the financial institutions have been analysed. 
Ranking has been done on the basis of relative performance of each financial 
institution in the total assistance sanctioned for industrial development of the 
country. 
Scheme of the Study 
The whole study is divided into eight chapters. 
Chapter first introduces the subject matter of the study by dealing 
with the theoretical relationship between institutional financing and industrial 
development. In the beginning, types and fiinctions of financial intermediaries 
are briefly discussed. The role of three distinct and interdependent activities, 
namely, saving, finance and investment, in the process of capital formation 
and their impact on industrial development of the country is discussed in this 
chapter. 
Chapter second deals with the structure of industrial finance in 
India. In the beginning, financial requirements and sources of finance are 
discussed briefly. However, apart from historical background and brief 
introduction of the role of managing agents in Indian economy in the pre-
Independence period, chapter gives the details of the development of 
institutional framework after Independence. It also discusses the 
contribution of different financial institutions in providing assistance to the 
industrial sector of the country. 
Chapter third makes an elaborate assessment of the overall 
operations and functioning of IFCI. It also deals with the composition of 
assistance sanctioned by IFCI in the form of direct and indirect assistance. 
In this chapter, performance of IFCI's operations on the basis of different 
criteria has also been analysed in detail. 
Chapter four deals with the overall operations and functioning of 
ICICI. It studies ICICI's contribution in providing underwriting facilities 
and foreign currency assistance tc Indian industries. At the same time, 
performance of ICICI's operations on the basis of different criteria has also 
been analysed. 
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Chapter five makes an indepth assessment of the overall operations 
and functioning of IDBI. It also studies the composition of assistance 
sanctioned by IDBI in the form of direct and indirect assistance. However, 
performance of IDBI's operations on the basis of various criteria has also 
been evaluated in this chapter. 
Chapter six is associated with the overall operations and 
functioning of SFCs. It also highlights the role of SFCs in meeting the 
financial requirements of the small scale sector. Performance of SFCs' 
operations has also been analysed on the basis of different criteria. 
Chapter seven deals with the overall analysis of AFIs in meeting 
the financial requirements of the industrial sector. It deals with the 
quantitative and qualitative role of AFIs. Performance of AFIs' operations on 
the basis of different criteria has also been analysed in this chapter. At the 
same time, comparative analysis of AFIs has also been discussed in detail. 
Chapter eight summarizes the findings of the present study and 
tries to make certain observations about the future development of financial 
institutions in India. Along with, a few suggestions are made for increasing 




INSTITUTIONAL FINANCING AND INDUSTRIAL DEVELOPMENT 
The problem of financing industries has grown by leaps and bounds, 
with the result, personal financing of industries, unable to rise up to the occasion 
has been dethroned from its place of importance and in its place is installed 
special financial institutions formed with a definite aim to finance and promote 
new industrial undertakings. 
In the developing countries, the prospects for the rapid development 
of capital market are limited. The volume of private voluntary savings is 
relatively low to begin with and is at any given income level not likely to be 
altered significantly by institutional innovations or new savings media. But the 
proportion of savings that may be redirected to more productive uses in most 
countries is quite large. The immediate objective of efforts to develop a capital 
market is to provide the incentives and means for tne investment of savings in 
new ways which will make financing more readily available for productive 
projects requiring more funds than entrepreneurs can readily provide. The 
ultimate goal is the expansion of the country's possibilities for self-sustaining 
economic growth. 
In an attempt to increase the industrialization process, virtually all 
countries of the world, developed and underdeveloped have established special 
institutions to mobilise their resources of capital and channel them into the 
productive economy. In the past fifty years the Governments of an increasing 
number of less developed countries have created, promoted, or encouraged the 
organisation of entities variously called "development corporations", 
"development banks", "development finance companies", or "financial 
intermediaries'* These institutions have taken forms so diverse that, despite 
frequent similarity of formal title, they often have little resemblance to each 
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other and often have little in common"'. Such specialized institutions have certain 
definite advantages in terms of pooling of resources, diffusion of risks by means 
of a diversified investment portfolio, access to expert guidance for 
investment, etc. 
Financial intermediaries in general play a very important role in the 
saving and investment process by raising the level of saving and investment and 
allocating more efficiently scarce savings among most productive investment. The 
term financial intermediaries is used for those various institutions which collect 
savings from others, issuing in return claims against themselves, and use the 
funds thus acquired to purchase ownership or debt claims.According to Gurely 
and Shaw, "Financial intermediaries are interposed between ultimate borrowers 
and lenders to acquire the primary securities of the borrowers and provide other 
securities for the portfolios of the lenders. Their revenues accrue mainly from 
interest on primary securities and their costs are predominantly interest on 
indirect securities and expenses of administering securities"^ The outstanding 
feature of financial intermediaries is that they do not merely mediate but in 
the process they can also create higher degrees of safety and liquidity which 
are the prime concern of the savers. 
Financial intermediaries is a very wide term and covers a wide range 
of institutions from simple institution like mutual savings societies, commercial 
banks, etc., to highly specialized institutions such as development banks, 
insurance companies and investment trusts etc. 
Types of Financial Intermediaries 
Financial intermediaries are broadly of two types as follows: 
(i) Primary financial intermediaries, and 
1. Diainond,William, "Development Finance Companies", paper pubhshed in the Fund and 
Bank Review, Vol. II, No. 2, June 1965, p.97. 
2. Gurely, John G., and Shaw, E. S., "Money :n a Theory of Finance", Motilal Banarsidas 
Delhi, 1968, p.94. 
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(ii) Secondary financial intermediaries. 
Primary financial intermediaries are those which draw their funds 
directly from the surplus units-households, business enterprises and Government-
and make these funds available to deficit spending units in the economy. 
Commercial banks, insurance companies, etc. are the main examples of this type. 
Secondary financial intermediaries are those which depend for most 
of their funds on primary financial intermediaries or use their own funds to 
acquire the securities of primary financial intermediaries. These institutions do 
not collect funds directly from the general public but act mainly as the lending 
institutions. Development banks and specialized financial institutions are the 
examples of this type. 
There are some other criteria to make further distinctions among 
financial intermediaries. 
(i) Some intermediaries are privately owned and some are governmental: 
private commercial banks, credit societies and unions, savings banks, mutual 
funds, etc., fall in the former category, whereas postal savings system, state 
owned commercial banks and insurance companies, government pension 
funds and government specialized financial institutions are the examples 
of the latter type. 
(ii) Some issue a few varieties of debt while others like life insurance companies 
have a multifarious structure of debts. 
(iii) Amongst private intermediaries, some are established for stock holders' 
profit while others are mutuals or cooperatives. 
(iv) Some intermediaries are able to create money and thus in their lending 
and investment activities they are somewhat free from the limitations 
imposed by their receipts. Others are not able to do so and hence their 
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activities are restricted to their own receipts and increase in net worths 
R.W. Goldsmith has given an elaborate list of seventeen different types 
of financial intermediaries which he has grouped under five different heads as 
follows: 
(i) The banking system, 
(ii) Other depository organizations, 
(iii) Insurance organizations, 
(iv) Other financial intermediaries, and 
(v) Personal trust departments"*. 
The first two categories include all those institutions which function 
primarily as depositories of short-term funds of surplus economic units. The 
unique feature of the insurance organizations is protection against specific risks. 
Their liabilities are usually of long-term nature falling due only in accordance 
with the terms of contract. The fourth category includes those which finance 
themselves primarily by issuing of their own securities (like investment 
companies, etc.), those which draw their funds mostly from other financial 
intermediaries and those which are financed directly by the Government. Personal 
trust departments are classified separately because they administer assets on the 
basis of a trustee relationship rather than as debtors or issuers of equity 
securities. 
Functions of Financial Intermediaries 
The principal function of financial intermediaries is to purchase primary 
securities from ultimate borrowers and to issue indirect debt for the portfolios 
of ultimate lenders. Although primary securities are their principal asset, financial 
3. Joshi, M.S., "Financial Intermediaries in India", P.C. Manaktala & Sons Pvt. Ltd., 
Bombay, 1965, p.29. 
4. Goldsmith, R.W., "Financial Intermediaries in American Economy Since 1900", 
NBER. Princeton, 1958, pp. 50-55. 
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intermediaries also hold the indirect debt of other intermediaries and own 
tangible assets as well-. Financial intermediaries transform securities into indirect 
securities which have a constant or determinable redemption value, low 
investment costs and which are divisible into convenient units from low to high 
denomination. The reward of intermediaries arises from the difference between 
the rate of return on primary securities held by the intermediaries and the interest 
or dividend rate they pay on their indirect debt. 
Financial intermediaries exploit the economies of scale in lending and 
borrowing. On the lending side intermediary can invest and manage investments 
in primary securities at unit costs far below the experience of most individual 
lenders. It can schedule maturities so that chances of liquidity crisis are minimum. 
The mutual and cooperatives are sometimes favoured with tax benefits that are 
not available to individual savers. On the borrowing side, intermediary with 
a large number of depositors can normally rely on a predictable schedule of claims 
for repayments and so can get along with a portfolio that is relatively illiquid. 
The advantages of large scale borrowings and lendings with numerous creditors 
and debtors can be distributed to the intermediary's debtors in the form of interest 
payments and other benefits and to its stock holders in the form of sufficient 
dividends to attract additional capital funds. Because of economies of scale, the 
assets and liabilities of financial institutions are highly specialized. 
Highly organized security markets greatly increase the speed and 
economy of transactions in securities. Securities can be bought and sold quickly 
and with an increasing degree of their marketability, liquidity is also increased. 
Financial intermediaries increase the liquidity of securities by lending on them. 
In fact financial intermediaries manufacture the liquidity. They create claims 
which are more liquid than the securities they buy, and issue them to savers. 
Thus, more savings are canalized into investment activity. 
5. Gurely and Shaw, op.cit, p. 192. 
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In underdeveloped countries, savings are institution elastic. They 
respond readily to the stimulus of new savings facilities provided by financial 
institutions. A variegated structure of financial intermediaries can appeal to the 
security, motivation and other such aspects of savers and attract more savings 
by creation of an array of attractive financial assets. This increases the volume 
of savings in the economy and affects its direction. 
Financial intermediaries are better placed than individuals to channel 
the funds into investments in the priority areas which will accelerate the rate 
of industrial development. Savings of an individual firm or producer may not 
be large enough to start new projects in other areas which are needed most in 
an underdeveloped country, and hence they may be employed in the same industry 
at a diminishing rate of return. Financial intermediaries, in this case can mop-
up the scattered savings successfully and allocate them in such a manner that 
it would promote maximum increase of output in the economy. 
Financial intermediaries can help to a large extent in removing sectoral 
imbalances among various industries by making more funds available to less 
developed sectors at lower rates of interest and discriminating against the 
developed sectors of the economy. Government financial institutions play very 
important role in this field. Financial intermediaries can make significant 
contribution towards modernization, rationalization and rehabilitation of 
industries. The financial intermediaries can also facilitate the expansion of 
markets through distributive techniques. 
Specialized financial institutions also enable the entrepreneurs to import 
capital goods and machinery and know-how from abroad by providing the scarce 
foreign exchange. 
Apart from these traditional functions, specialized financial institutions 
have also undertaken a number of promotional, functions like guidance and 
technical assistance in project identification, formulation and implementation. 
17 
development and broad-basing entrepreneurship, upgrading managerial skills etc. 
Foreign technical collaboration or advice and services of experts can be obtained 
in the best possible manner through specialized institutions. 
Finance constitutes an important limitation to the whole process of 
industrialization and financial intermediaries apart from mobilizing domestic 
resources can also obtain funds from foreign countries as loans or by issuing 
of bonds etc. For individual producers it may not be possible. 
Financial Intermediaries and Industrial Development 
The process of economic development requires, as one of its 
accompanying structural changes in the economy, the development of a capital 
market which will provide an adequate and properly distributed supply of finance 
to the entrepreneurs setting up new industrial plants or thinking of expanding 
or modernizing the already established one^ While finance itself produces no 
output, but it enables the entrepreneurs to gain control over real resources which 
enable them to engage in industry by producing and distributing industrial 
products. At an early stage of development, the would-be entrepreneurs normally 
find their own financial resources inadequate and must resort to external sources. 
Such finances are made available by financial intermediaries, 
The adequate capital formation is sin-qua-non for speedy industrial 
development. The process of capital formation involves three distinct, although 
inter-related activities'. 
(a) Savings, the ability by which claims to resources are set aside and so 
become available for other purposes. 
(b) Finance, the activity by which claims to resources are either assembled 
from those released by domestic savings or obtained from abroad or 
6. Sethuraman, T.V., op. cit., p.l. 
7. Khan, M.Y., "Indian Financial System: Theory and Practice", Vikas Publishing 
House Pvt. Ltd., New Delhi, 1980, p.4. 
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specially created as bank deposits or notes and then placed in the hands 
of investors. 
(c) Investment, the activity by which resources are committed to production. 
The volume of capital formation depends upon the intensity and 
efficiency with which these activities are carried on. Financial intermediaries help 
to promote these activities. 
In the process of capital formation financial intermediaries, help not 
only in effective mobilization of savings from a large number of scattered masses 
and canalization of these savings into the most desirable and productive forms 
of investment but also affect the growth of real savings through their numerical 
spread over sections of population approached, accessibility, popularity, nature 
and extent of facilities offered and the rate of interest paid on deposits. 
The financial intermediaries, thus, help to promote the process of capital 
formation by bringing together the supply of savings and demand for investable 
funds'. 
In a modern economy which is characterized by money exchange, the 
bulk of the investors are business firms, while the primary savers are the 
households. Business firms desiring funds for investment can and do borrow 
some of what they need directly from savers by selling to them stocks and 
bonds, but many savers are unwilling to lend their money directly to business 
in exchange for these types of financial claims. In such a situation some 
intermediary is needed to bring the deficit and surplus units together. Indeed 
this is the prime role of financial intermediaries. 
Financial intermediaries not only help in mobilization and collection 
of scattered savings from different sections of population, but they also help 
to increase the overall level of savings and investment and allocate more 
8. Joshi, M.S., op.cit.,p.l7. 
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efficiently scarce savings among most desirable and productive investments in 
accordance with the national priorities. 
There is another important angle to the role of financial intermediaries in 
industrial development, particularly of banks, which have been popularized by 
distinguish economists like Schumpeter, Kalecki and Keynes. To Schumpeter, bank 
credit plays a critical role in stimulating industrial development. According to him, 
"created credit'" enables an entrepreneur to proceed with his innovation in anticipation 
of savings. He wrote, "the banker, therefore, is not so much primarily a middleman 
in the commodiiv 'purchasing power', as a producer of this commodity'"-". Newly 
created purchasing power by banks placed in the hands of the entrepreneur enables 
him to secure command over physical resources and thus push through his investment 
projects. Once the investment results in the increased production, the initial credit 
inflation disappears and the equivalence between money and commodities streams 
is restored. Both Kalecki and Keynes regarded the availability of finance as a key 
factor in ensuring independence of investment from savings. Schumpeter had 
vehemently emphasized the crucial role of credit institutions in the financing of 
innovations and thus facilitating industrial development. 
Besides performing the financial functions, financial intermediaries also 
provide entrepreneurial assistance to the loanee concerns/individual 
entrepreneurs/projects, act as an agency for securing foreign technical advice, 
and raising funds from the capital markets of advanced countries. The 
intermediaries also facilitate the expansion of markets through distributive 
techniques and undertake other promotional jobs of an essential nature, such 
as, marketing and investment research surveys, technoeconomic feasibility and 
cost-benefit studies of different growth sectors or a region, particularly the 
backward regions of the country so as to identify potential for industrial growth. 
9. Schumpeter. J A., "The Theory of Economic Development", Harvard 
University Press. 1949. p. 74. 
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Adequate financial resources are vital for increasing the pace of 
industrialization and therefore, the existence of suitable agencies to mobilize and 
develop resources that are internally available becomes necessary. It is at this 
stage financial intermediaries come into picture. While the financial intermediaries 
can not be an engine of growth, but they can certainly act as a growth inducing 
factor in desirable directions. 
In a rudimentary economy, where there are no financial intermediaries, 
there are restrains on savings, on capital accumulation and on efficient allocation 
of savings to investment. These factors act as an impediment to the growth of 
output and income. This is true for developing countries where financial system 
is generally immature and therefore, acts as an obstacle to industrial growth. 
In a developed financial system, the efficient operation of specialized financial 
institutions can raise the savings and investment above the level that would have 
occurred had there been no such institutions. In addition, by bringing about a 
better allocation of investment, the productivity of capital is improved and this 
promotes the 'real' economic growth of the country. 
In developing countries, availability of finance is one of the important 
bottlenecks in the process of rapid economic development. Since personal savings 
are meager due to lower per capita income in these countries, the chances of 
increasing the rate of savings appear to be poor. However, much can be done 
by putting greater emphasis on institutionalization of savings'". Therefore, one 
of the most pressing needs of the developing countries is to promote financial 
integrity, effective and cheap protection for rights of creditors and create 
financial institutions through which the savings of the community can be increased 
and effectively channeled into the hands of investors. 
In the developing countries, institutional arrangements for the 
mobilization and chanelling of financial resources must be continuously expanded 
10. Memorandum of IBRD to the Report of U.N. on, "Methods of Financing Economic 
Development in Underdeveloped Countries", New York, 1949. 
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and adopted to the growing and varied needs of the economy. Even in developed 
countries the need for specialized financial institutions is being increasingly felt, 
though the quantum of assistance channeled through them is small in relation 
to what is provided by the ordinary capital market mechanism. In developing 
countries the need for such institutions is much greater and in this connection, 




INDUSTRIAL FINANCE IN INDIA 
Financial const ra ints are as ipiportant in the industrial 
development of a country as the technological and market constraints. 
Business ability always stands in need of adequate and flexible supply of 
industrial finance. Industrial finance includes raising of the required funds, 
its control and management. 
The financial infrastructure of an economy consists of financial 
institutions, financial instruments, and financial markets. Financial claims 
are created by both financial institutions and also non-financial institutions 
such as Government and corporate entities. Before examining the industrial 
finance in India, let us see the problem of finance for the industry as a 
whole. 
Financial Requirements of Industries 
Financial requirements of industries are basically of two types: 
(i) Fixed or block or long-term capital, and 
(ii) Floating or working or short-term capital. 
Fixed or long-term capital is required for the acquisition of fixed 
or block assets such as land, building, plant and machinery etc. . On the 
other hand, floating or short-term capital is required to meet day-to-day 
requirements of the industry like, the financing of the stocks of the raw 
materials, stores, marketing of products, payments of salaries and wages 
etc. . It is also called circulating capital. "The major line of demarcation 
between the two is that, while extreme fluidity characterises the latter, 
block capital becomes crystallised'". Between these two types of finance 
i.e long-term and short-term, there is third category called 'medium-term 
1. Sethuraman, T.V., op.cit., p.4. 
loans' which is generally needed for extension and replacement of plant 
and equipment. 
The requirements for finance depends on the type of business or 
production to be undertaken. Large-scale industries with capital intensive 
technology would require huge amount of funds for both fixed capital 
as well as for working capital, while the small-scale and cottage industries 
with relatively labour intensive technology will generally require less 
amount of funds to start the business and to operate it. The nature of 
technology and the level of output to be produced are natural determinants 
of the requirement of finance. Besides these, gestation period of the 
projects and length of the operating cycle^ also has considerable effect on 
the requirement of finance. Larger these periods more will be the 
requirements of finance for business operation. 
Sources of Finance 
There are two sources of finance for industry; 
(i) Internal Sources, and 
(ii) External Sources. 
(i) Internal Sources 
Internal funds are generated by the firm itself. The major portion 
of such funds will be in the form of reserves and surpluses which a 
business firm accumulates annually by retaining a portion of its profits. 
This is also known as ploughing back of profits. The availability of retained 
earnings for investment depends on absolute level of past and current 
profits, the dividend policy and scope and need for expansion of the firm. 
Besides retained earnings, the firms make annual provision for depreciation 
allowance, taxation etc., which constitute the other major element of 
2. Operating cycle is the speed with which the working capital completes its round 
i.e. conversion of cash into inventory of raw materials and stores, inventory 
of raw materials into the inventory of finished goods, inventory of finished goods 
into book debts or accounts receivable from the customers and finally realization 
of cash from the customers. 
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internal funds. There are occasionally other miscellaneous items due to 
which internal funds are generated such as, development rebate given by 
the Government while determining the taxation liability of the firm, but 
their share is normally very low. 
(ii) External Sources 
External sources may be divided into short-term and long-term 
external sources. 
a) Short-term External Sources 
External funds for short-term uses are raised in various forms 
such as bank loans, trade credits, commercial papers like bill of exchange 
and other promissory notes, hire-purchase facilities and leasing etc.Banks 
are the traditional most important source of short-term finance. Banks 
provide credit for industry and trade in the forms of loans and over-draft 
facilities basically to meet the working capital requirements. 
b) Long-term External Sources 
Long-term funds from external sources are raised in the form 
of the shares or equity capital and borrowings. The-issue of shares and 
the raising of share capital from outside is regulated by the Government 
and, therefore, it is called "authorized paid-up capital". 
Borrowings of capital for long-term purposes are done in various 
forms, such as bank loans, institutional finances, bonds and debentures. 
Banks discourage long-term loans as it is risky and less profitable for 
them. Institutional finances are the most important source of long-term 
external finances. Specialized financial institutions provide long-term loans 
to industries at concessional rate of interest with a view to faster the 
industrialisation process of the country. International sources such as World 
Bank, Asian Development Bank etc. alsc provide long-term loans to 
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industries through the Government channels. Bonds and debentures are the 
debt instruments. 
The external finance may be either direct or indirect. Direct 
finance involves borrovv'ings from surplus spending units by deficit spending 
units. Deficit spending units issue debt of their own (direct debt) and hold 
financial assets in the form of direct securities. Purchase of various kinds 
of securities by individual investors is a type of this financing, indirect 
financing is possible with the help of various intermediaries which mobilise 
savings from individual savers and invest them in different forms. 
Historical Background 
Until the end of the nineteenth century moneylenders, indigenous 
bankers, commercial banks, and life insurance companies were the only 
financial intermediaries. 
The earliest attempt to set up a banking institution in India with 
some characteristics of a central bank dates back to January 1773 when 
Warren Hastings, Governer of Bengal, recommended the establishment of 
a "General Bank in Bengal and Bihar". The bank was set up in April 1773, 
but it proved to be only a short lived experiments With the establishment 
of the agency houses in India by the British, a beginning in commercial 
banking was made in the seventeenth century. Banking in India on Western 
lines had started from the beginning of nineteenth century. The first joint 
stock bank was established at Calcutta by the name of Bank of Hindustan 
and was under European management. But this bank also failed. However, 
modern banking got some impetus with the setting up of three Presidency 
Banks at Bengal (1806), Bombay (1840) and Madras (1843). The first 
purely Indian bank was the "Oudh Commercial Bank" which was set up 
in 1881 followed by Punjab National Bank in 1894 and People's Bank in 
3. "Reserve Bank of India; Functions and Working" published by Reserve Bank 
of India, Fourth Edition, 1983, p.l . 
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1901. Upto 1913, the number of commercial banks with a share capital 
of Rs. 5 lakhs or more were only 18. In 1920, three Presidency Banks 
were merged to form Imperial Bank of India which dominated the banking 
scene upto Independence and even thereafter. 
In the early years of the present century, cooperative credit 
institutions including Land Development Banks were established to curb 
the undesirable activities of money-lenders and indigenous bankers on the 
one hand, and to create institutional base for meeting the credit needs of 
the agricultural sector at reasonable terms and conditions on the other. 
In the 1930s and onwards several private investment trusts were set 
up by the prominent industrial magnets with a view to support their own 
programmes. Then came the Reserve Bank of India in 1935 as the Central 
Bank of the country. 
India could not achieve much on the front of industrial 
development under the foreign regime. In May 1916, the Government of 
India, for the first time, appointed an Indian Industrial Commission to 
examine and report upon the possibilities of further industrial development 
in India. The Commission pointed out that lack of financial facilities was 
one of the most serious bottleneck in the encouragement of industrial 
development in India^ . The Commission , inter-alia, recommended for the 
establishment of industrial banks. The same point was reiterated by the 
Indian Central Banking Enquiry Committee in 1931, which recommended 
for the setting up of an all India Industrial Finance Corporation to meet 
long-term requirements of medium and small scale industries' . The same 
problem was handled individually by Dr. P.S. Loknathan and Dr. S.K. Basu 
and similar suggestions were made by them. But nothing concrete came 
out until the achievement of Independence in this respect. 
4. Report of the Indian Industrial Commission 1916-18, Calcutta, 1918, p.281. 
5. Report of the Indian Central Banking Enquiry Committee, 1931, Vol.1, Part 
1, pp. 283-88. 
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L.C. Gupta has aptly described the principle features of pre-
Independence financial system in the following words: 
"Thus the principle features of pre-Independence industrial 
financing organisation are closed circle character of industrial 
enterpreneurship, a semi-organised and narrow industrial securities market 
devoid of issuing institutions and the virtual absence of participation by 
intermediary financial institutions in the long-term financing of industry"^. 
Before Independence financial system was not responsive to 
opportunities for industrial investment, and incapable of sustaining a high 
rate of industrial growth, particularly, the growth of new and innovating 
enterprises. 
Managing Agency System 
Managing agency system came into existence in India in the latter 
half of the nineteenth century when industrial development was facing 
multifarious problems like lack of entrepreneurial ability, dearth of capital 
and absence of technical and managerial knowledge. At that time, the 
managing agency system emerged to meet these challenges. Managing 
agents did the preliminary work of starting new concerns, promote joint 
stock companies, employ their own funds or arrange for finance by 
acting as guarantors and also manage the concerns. Managing agents nursed 
the concerns for a long time until they could be safely launched for public 
subscription i.e, converted into joint stock companies. They provided 
finance not only for initial fixed capital but also for subsequent extensions, 
modernisation and reorganisation. Most of our large scale industries like 
Cotton and Jute Textiles, Iron and Steel, and Plantations industries were 
promoted and managed by firms or companies of managing agents. If the 
managing agents were not there, it is certain that India's industrial 
6. Gupta, L.C."Changing Structure of Industrial Finance in India", Oxford 
University Press, Bombay, 1969, p.9. 
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development in the early part of this century and before would have been 
extremely difficult if not impossible. 
Statistical information is not readily available about the managing 
agencies. However, studies made by Dr. Raj K. Nigam^ Prof. S.K. Basu' 
and N.C.A.E.R' provide us some useful data. The study made by Prof. Basu 
shows that out of Rs. 215 crores as the paid-up capital of 1720 managed 
companies, managing agents subscribed to Rs. 29 crores or 14 per cent 
of the total paid-up capital. Their share in loans and advances comes to 
24 per cent. This brings out the relative significance of managing agents 
in this field. Prof. Basu in his extensive study found that average holding 
of managing agents in tea, jute and coal industries were 17 per cent, 10 
per cent and 5 per cent respectively which shows the relative importance 
attached to these industries by the managing agents. 
Study made by N.CA.E.R. shows that direct loans from 
managing agents formed only 1.3 per cent of the total loans in case of 
large companies, but the proportion was significant in case of smallar 
companies at 7 per cent. Data about loans and advances (in case of 143 
companies) indicate that direct loans by managing agents constituted 7 
per cent of the total loans and advances. In case of smaller companies 
with a paid-up capital upto Rs. 10 lakhs and between Rs. 20 lakhs and 
Rs. 30 lakhs, this percentage was as high as 41 per cent and 47 per cent 
respectively. In case of guaranteeing of loans, companies with paid-up 
capital between Rs. 20 lakhs and Rs.30 lakhs were again favoured with 
nearly 77 per cent of their total loans being guaranteed by them. All the 
loans in case of companies with paid-up capital above Rs. 1 crore were 
7. Nigam, Raj K., "Managing Agencies in India", First Round, Basic Facts, 
New Delhi, 1957. 
8. Basu, S.K., "The Managing Agency System-In Prospect and Retrospect", 
Calcutta, 1958. 
9. N.CA.E.R.,"The Managing Agency System", New Delhi, 1959. 
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guaranteed by the managing agents. All these informations give a rough 
idea about the nature and significance of financial assistance provided by 
managing agents. 
However, after Independence with the setting up of various 
specialized financial institutions resulting in the personal financing giving 
place to institutional financing, the managing agency system have outlined 
this utility. The system has now been completely abolished. 
Institutional Framework after Independence 
Immediately after Independence, the absence of an organised and 
developed capital market was keenly felt. Government of India consistent 
with its policy of playing an active role in the industrial development of 
the country took appropriate steps towards creating a network of financial 
institutions to fill the gaps in the supply of long-term finance to industry. 
The oldest of these institutions is the Industrial Finance Corporation of 
India (IFCl), v/hich was set up in 1948 to provide medium and long-term 
credit to medium and large scale industries. This was followed by the 
establishment of the State Financial Corporations (SFCs) at the State 
level to finance medium and small industries under the State Financial 
Corporation Act 1951. In 1954, National Industries Development 
Corporation Limited (NIDC) was set up as a Government agency for 
assisting growth of industries. However, since 1963, its role has been 
confined to consultancy services. Industrial Credit and Investment 
Corporation of India (ICICI) was set up in 1955, as a private financial 
organisation under the aegies of the World Bank, to make industrial 
finance available to private sector and to act as an underwriting institution. 
To develop small industries, the National Small Industries Corporation 
(NSIC) was set up in 1955. Then in 1958, Refinance Corporation for 
Industry (RCl) was set up by the Reserve Bank of India for extending 
refinance facilities to banks which provided medium term loans to 
industry. 
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Life Insurance Corporation (LIC) was set up in 1956 through 
nationalization of all life insurance companies in the country. It is vested 
with the responsibility of exclusively managing the life insurance business 
and in consonance with national priorities and objectives, prudently 
deploying the funds of the policy holders to their best advantage. Besides 
investing in Government and other approved securities, LIC extends 
assistance for development of socially oriented sectors and infrastructure 
facilities such as housing, rural electrification, water supply and sewerage 
and provides finance to industrial concerns by way of term loans, 
underwriting and direct subscriptions to shares and debentures. 
Industrial Development Bank of India (IDBI) was set up in 1964, 
as the apex institution, for providing term finance to industries and for 
coordinating the activities and operations of other institutions engaged in 
the field of industrial finance. IDBI also took over the business of RCI. 
In the same year. Unit Trust of India (UTI) was established by RBI with 
a view to mobilise the savings of the community by selling the units of 
the trust among as many investors as possible and investing the sale 
proceeds in corporate securities in such a way as to secure safety, liquidity 
and ensure regular and growing returns to the Unit holders. By this 
arrangement, savers could invest indirectly in the shares and securities of 
private corporate sector. 
On account of the growing problem of industrial sickness a new 
Corporation namely; Industrial Reconstruction Corporation of India (IRCI) 
was established in 1971, with the sole objective of providing rehabilitation 
and reconstruction assistance to sick and closed industrial units or those 
facing imminent closure. 
General Insurance Corporation of India (GIC) was established 
in 1973 after nationalization of general insurance companies in the country. 
GIC along with its four subsidiaries, namely. New India Assurance 
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Company Ltd., Oriental Fire and General Insurance Company Ltd., National 
Insurance Company Ltd., and United India Insurance company Ltd. , 
operates a number of insurance schemes to cater to the diverse needs of 
the society. GIC extends assistance to industrial enterprises by way of 
term loans, underwriting and direct subscription to shares and debentures 
of new and existing industrial undertakings and also participates in 
consortium financing of projects along with other financial institutions. 
Small Industries Development Bank of India (SIDBI) was set up 
by the Government of India under a special Act of the Parliament in April 
1990 as a wholly-owned subsidiary of IDBI. SIDBI has taken over the 
outstanding portfolio of IDBI relating to the small scale sector. SIDBI is 
now the principal financial institution for promotion, financing and 
development of small scale industries in the country. It coordinates the 
functions of existing institutions engaged in similar activities. Accordingly, 
SIDBI has taken over the responsibility of administering Small Industries 
Development Fund and National Equity Fund which were earlier 
administered by IDBI. While extending financial assistance to the small 
units scattered all over the country, SIDBI makes use of the existing 
banking and financial inst i tutions, such as the commercial banks, 
cooperative banks, RRBs, SFCs, and SIDCs which have a vast network 
of branches all over the country. 
Thus, according to Dr. P.D. Ojha, "the institutional framework 
for taking care of industry form 'cradle to grave' was developed'"". RBI 
has played an active role not only in the creation of these financial 
institutions to cater to the needs of industrial sector, but also by advising 
and guiding in their development efforts. 
Structure of Financial Institutions in India 
The structure of financial institutions in India is not as complex 
10. Ojha, P.D., "Recent Trends in Indian Capital Market", RBI Bulletin, 
February 1984, p.83. 
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and variegated as in most of the developed countries. It consists of mainly 
five groups." They are as follows: 
(1) Commercial Banks. 
(2) All-India Development Banks; mainly they include, 
(i) Industrial Finance Corporation of India (IFCi), 
(ii) Industr ial Credit and Investment Corpora t ion of India 
(ICICI), 
(iii) Industrial Development Bank of India (IDBI), 
(iv) Industrial Investment Bank of India Limited (IIBI), and 
(v) Small Industries Development Bank of India (SIDBl). 
(3) Investment Institutions, mainly they include, 
(i) Life Insurance Corporation of India (LIC), 
(ii) Unit Trust of India (UTl), and 
(iii) General Insurance Corporation of India (GIC). 
(4) State-level Institutions; mainly they include, 
(i) State Financial Corporations (SFCs), and 
(ii) State Industrial Development Corporations (SIDCs). 
(5) Specialized Financial Institutions; mainly they include, 
(i) Risk Capital and Technology Finance Corpora t ion Limited 
(RCTC), 
(ii) Technology Development and Information Company of India 
(TDICI), and 
(iii) Tourism Finance Corporation of India Limited (TFCI). 
Now we shall briefly analyse the role of commercial banks, IIBI, 
SIDBI, L i e , UTl, GIC, SIDCs, RCTC, TDICI and TFCI in providing 
industrial finances in India, while the role of IFCI, ICICI, IDBl and SFCs 
will be analysed in detail in the chapters ahead. 
11. It should be noted that here we are concerned with only those financial 
institutions which provide finance mainly to the industrial sector. 
33 
(i) Commercial Banks 
Commercial banks are oldest and most important financial 
institution in India. By accepting deposits from the general public, they 
play a very important role in the mobilization of savings scattered all over 
the country. After Independence, commercial banks have also emerged as 
a significant source of funds to the industry. Though the bulk of bank 
finance has been of short-term nature for meeting working capital 
requirements of the industries against commodity security and personal 
guarantee, but after the Second Five Year Plan banks have been extending 
medium and long-term loans also. 
Commercial banks broadly consist of scheduled commercial banks 
and non-scheduled commercial banks, the former accounting for an 
overwhelmingly large proportion of business viz. about 99.9 per cent of 
the total banking business and only 0.1 per cent being accounted by the 
non-scheduled commercial banks.The scheduled commercial banks in the 
country comprise State Bank of India (SBI) and its associates banks. 
Nationalized Banks, Regional Rural Banks (RRBs) and foreign banks. 
There has been a massive expansion of bank offices since the 
nationalization of banks and the 'Lead Bank' scheme has played a 
significant role in it. During the 28 years period from July 1969 to March 
1997, the total number of branches of commercial banks increased from 
8262 to 63,534 giving an annual rise of 1974 branches in the country. 
Out of the total number of branches of commercial banks, 33,008 branches 
forming 51.9 per cent were located in the rural areas. Thus, as against 
22.4 per cent branches located in the rural areas by he end of June 1969, 
now 51.9 per cent branches are located in these areas. In fact, of the new 
branches, 60 per cent branches have been set up in the rural areas. This 
is a desirable development. The number of branches of all 41 foreign banks 
were 182 by the end of June 1997. Besides these, there are at present 
196 Regional Rural Banks (RRBs) with a total of 14,497 branches in 
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the country. Of these, 86 per cent branches of RRBs have been opened 
in the rural areas and unbanked centres. 
The commercial banks have done very well in the mobilisation 
of deposits from the public. The aggregate deposits of the scheduled 
commercial banks stood at Rs. 5,05,599 crores by March 28, 1997, as 
against a total deposit of Rs- 4650 crores in June 1969 (before 
nationalization of commercial banks) indicating 109 times growth of 
deposits over the years. Of the total bank deposits, 82.1 per cent were 
in the form of time deposits and remaining 17.9 per cent in the form 
of demand deposits. The total investment of banks in Government and 
other approved securities aggregated to Rs. 1,90,514 crores in the same 
period. 
Total bank credit of scheduled commercial banks stood at Rs. 
2,78,402 crores by March 28, 1997, as against a total credit of Rs. 3399 
crores by June 1969, indicating 82 times growth of credit over the years. 
Out of the total bank credit, industrial sector accounted Rs. 1,34,138 
crores constituting 48.2 per cent of the total bank credit. Of these, a sum 
of Rs. 34,113 crores has gone to the small scale industries accounting 25.4 
per cent of total bank credit to the industrial sector, while remaining Rs. 
1,00,025 crores forming 74.6 per cent has gone to the medium and large 
scale sector. 
Industry wise deployment of gross bank credit shows that by 
March 28, 1997, engineering industry has accounted largest share of Rs. 
22,388 crores forming 16.7 per cent of the total bank credit followed 
by textiles Rs. 17,403 crores constituting 12.9 per cent, metals and metal 
products Rs. 16,363 crores forming 12.2 per cent and chemicals including 
fertilizers Rs. 15,006 crores forming 11.2 per cent. These four industrial 
groups accounted 53 per cent of the total bank credit. Other industries 
assisted by commercial banks are sugar, tea, coal, food processing. 
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vegetable oils, tobacco, paper, rubber, cement, leather, construction, 
electricity generation etc. and they together accounted 47 per cent of the 
total bank credit in the same period. 
(ii) Industrial Investment Bank of India Limited (HBI) 
Industrial Reconstruction Bank of India (IRBI) was set up in 
1985 under the IRBI Act, 1984 as the principal credit and the 
reconstruction agency for aiding rehabilitation of sick and closed industrial 
units. However, with the setting up of the Board for Industrial and 
Financial Reconstruction (BIFR) for coordinating and catalyzing the 
rehabilitation process and in view of nursing of sick units in their portfolio 
by respective financial institutions/banks, the role of IRBI as the 
principal agency for industrial reconstruction and rehabilitation became 
irrelevant. As a result, the Government of India decided to convert IRBI 
into a full-fledged all-purpose development finance institution. 
Accordingly, IRBI has been converted into a Government company and 
incorporated as Industrial Investment Bank of India Limited (IIBI) on 
March 17, 1997, thereby providing it with adequate operational tlexibility 
and functional autonomy. 
There has been remarkable transformation over the years in the 
activities of IIBI from reviving sick units to business-oriented activities. 
IIBI provides assistance in the form of term loans, underwriting/direct 
subscriptions, deferred payments, guarantees and also under asset credit/ 
equipment finance scheme and equipment leasing/hire-purchase schemes. 
Further, IIBI also undertakes merchant banking services. 
By the end of March 1997, cumulative assistance sanctioned by 
IIBI stood at Rs.4311.9 crores forming 1.2 per cent of the total assistance 
sanctioned by AFIs, while the actual cumulative assistance disbursed by 
IIBI aggregated to Rs. 2953.6 crores forming 1.2 per cent of the total 
assistance disbursed by AFIs and 68.5 per cent of the total assistance 
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sanctioned by IIBI. There has been substantial increase in the assistance 
sanctioned and disbursed by IIBI, By the end of March 1982, cumulative 
assistance sanctioned by l lBl was Rs. 143.14 crores forming only 0.9 
per cent of the total assistance sanctioned by AFls which increased to 
Rs.4311.9 crores by the end of March 1997 showing an increase of 30.1 
times over 1982 level. Likewise, the actual disbursements of assistance by 
IIBI stood at Rs. 110.71 crores forming 1.1 per cent of the total 
assistance disbursed by AFIs which increased to Rs. 2953.6 crores showing 
26.7 times increase over 1982 level. Thus, we notice increase in assistance 
sanctioned and disbursed by IIBI both in absolute as well as in relative 
terms. However, annual average of assistance sanctioned by IIBI declined 
from 56.4 per cent during 1980-85 to 14.7 per cent during 1985-90, 
but increased to 31.1 per cent during 1990-97. Likewise, annual average 
of assistance disbursed by IIBI declined from 35.7 per cent to 21.3 per 
cent but increased to 25.6 per cent during the same period. 
Sectorwise analysis of assistance sanctioned by IIBI shows that 
private sector has been the largest recipient of financial assistance from 
IIBI. By the end of March 1997, cumulative assistance sanctioned to 
private sector stood at Rs. 3699.5 crores forming 86.1 per cent of the 
total assistance followed by public sector which accounted Rs. 277.0 crores 
constituting 6.4 per cent, joint sector with Rs. 244.7 crores forming 5.7 
per cent and cooperative sector which accounted Rs. 76.2 crores forming 
1.8 per cent of the total assistance. 
Industrywise assistance shows that textiles industry got ths 
highest share of 15.5 per cent of the total assistance sanctioned by IIBI 
by the end of March 1997 followed by basic metals industry 14.2 per cent, 
chemicals and chemical products 13.6 per cent , food products 7.3 per 
cent, electrical and electronic equipment 5.1 per cent , electricity 
generation 4.4 per cent, rubber and rubber products 3.4 per cent and 
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cement 3,3 per cent. These eight industries together accounted 66.8 per 
cent of the total assistance while all other industries together accounted 
33.2 per cent. 
Purposewise assistance sanctioned by IIBI shows that by the end 
of March 1997, cumulative assistance sanctioned to new projects stood at 
Rs. 894.7 crores forming 20.8 per cent of the total assistance, 
modernisation/renovation accounted Rs. 2495.5 crores forming 58.1 per 
cent, Rs. 506.0 crores forming 11.8 per cent for correcting imbalance in 
current position and Rs. 401.2 crores forming 9.3 per cent for other 
purposes. 
Statewise assistance sanctioned by IIBI shows that by the end 
of March 1997, Maharashtra got the highest share of 17.6 per cent of the 
total assistance followed by West Bengal 16.2 per cent , Gujrat 12.9 per 
cent, Tamil Nadu 9.1 per cent, Andhra Pradesh 7.2 per cent, UP. 7.1 
per cent, Karnatka 5.2 per cent and Madhya Pradesh 5.0 per cent. These 
eight States together accounted 80.3 per cent of the total assistance while 
all other States and Union Territories accounted 19.7 per cent of the total 
assistance sanctioned by IIBI. 
Direct assistance to industry sanctioned by IIBI aggregated to Rs. 
3588.8 crores by the end of March 1997, of which rupee loans were Rs. 
3429.1 crores forming 95.6 per cent of the total direct assistance, Rs. 132.1 
crores forming 3.6 per cent by way of direct subscriptions, Rs. 20.8 crores 
forming 0.6 per cent by way of equipment leasing and Rs. 6.8 crores 
forming only 0.2 per cent of the total direct assistance by way of hrre-
purchase. Areawise assistance shows that by the end of March 1997, IIBI 
has sanctioned a cumulative assistance of Rs. 1113.4 crores forming 25.9 
per cent of the total assistance to backward areas while Rs. 3184.0 crores 
forming 74.1 per cent to non-backward areas in the same period. 
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(iii) Small Industries Development Bank of India (SIDBI) 
The Small Industries Development Bank of India (SIDBI) is 
a wholly-owned subsidiary of IDBI. It is the principal financial institution 
for promotion, financing and development of industry in the small, tiny 
and cottage industries and coordinating the functions of other institutions 
engaged in similar activities. SIDBI became operational on April 2, 1990, 
and took over IDBI's operations relating to small sector. 
SIDBI's activities include refinancing of term loans granted by 
SFCs/SIDCs/ commercial banks and other eligible financial institutions 
and direct discounting and rediscounting of bills arising out of sale of 
machinery/capital equipment/components by manufacturers in the small 
scale sector. It also directly provides term loans and equipment finance 
to existing well-run small scale units taking up technology upgradation/ 
modernisation. SIDBI also provides assistance for infrastructure 
development, creation of marketing channels and development of industrial 
areas. SIDBI provides equity type assistance to special target groups 
like new entrepreneurs, women and ex-servicemen under its different 
schemes like Seed Capital Scheme, National Equity Fund, Mahila Udyan 
Nidhi and Self Employment Scheme for Ex-servicemen. It also offers 
technical and related support services for the development of small sector. 
In the setting up SIDBI, the intention of the Government of India 
was to ensure larger flow of financial assistance to the small scale sector. 
It is promoting in a big way employment-oriented industries especially in 
.semi-urban areas to create more employment opportunities, and thereby 
checking migration of rural population to urban and cosmopolitan areas. 
However, over the period of time, SIDBI has liberalized its 
terms of assistance and simplified procedures, with a view to widen its 
scope for large coverage of schemes. Some of the salient features of SIDBI 
can be listed as follows: 
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(i) SIDBI has been operating Single Window Scheme (SWS) which 
is enlarged to cover units in identified areas. The extent of 
refinance against cash credit sanctioned by banks under SWS was 
raised from 50 per cent to 70 per cent. The scope of SWS has been 
widened by making the proposals for liberalization, modernization 
and technology upgradation of existing units. 
(ii) SIDBI provides refinance facilities under Automatic Refinance 
Scheme (ARS). The limit of term loans under ARS was initially fixed 
at Rs. 10 lakhs but was raised later to Rs. 50 lakhs and the extent 
of refinance has been raised from 75 per cent to 90 per cent. 
(iii) SIDBI has introduced equipment for assistance to existing well-run 
small scale units for technology upgradation/modernisation. 
(iv) SIDBI has set up venture capital fund to assist entrepreneurs. 
By the end of March 1997, cumulative assistance sanctioned by 
SIDBI aggregated to Rs. 28,779.8 crores forming 7.8 per cent of the 
total assistance sanctioned by APIs. The actual cumulative assistance 
disbursed by SIDBI amounted to Rs. 21,461.1 crores forming 8.5 per cent 
of the total assistance disbursed by APIs and 74.6 per cent of the total 
assistance sanctioned by SIDBI. The annual average of assistance 
sanctioned by SIDBI was 18.6 per cent during 1990-97, while the annual 
average of assistance disbursed was 17.4 per cent during the same period. 
Cumulative assistance sanctioned by SIDBI to SSIs and SRTOs by the 
end of March 1997 amounted to Rs. 14,502.5 crores, of these share of 
SSIs was Rs. 10,904.8 crores forming 75.2 per cent of the total assistance, 
while share of SRTOs was Rs. 3597.7 crores forming 24.8 per cent. 
Industryv/ise assistance sanctioned by SIDBI reveals that by the 
end of March 1997, services industry got the highest share of 19.0 per 
cent of the total assistance followed by electricity generation 10.4 per 
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cent, textiles 8.5 per cent, chemicals and chemical products 7.9 per cent, 
machinery 7.7 per cent, food products 6.9 per cent, electrical and 
electronic equipment 6.8 per cent and transport equipment 5.5 per cent. 
These eight industries together accounted 72.7 per cent of the total 
assistance sanctioned by SlDBl, while all other industries such as paper, 
rubber, fertilizers, cement and basic metals etc. accounted only 27.3 per 
cent in the same period. 
SlDBl also provides assistance for the establishment of new 
projects as well as expansion/diversification and modernisation/renovation 
purposes to the existing projects. By the end of March 1997, cumulative 
assistance sanctioned by SlDBI for new projects aggregated to Rs. 
13,350.0 crores forming 77.5 per cent of the total assistance, expansion/ 
diversification accounted Rs. 1668.2 crores forming 9.7 per cent , 
modernization/renovation accounted Rs. 1335.8 crores forming 7.7 per cent 
and others accounted Rs. 884.9 crores forming 5.1 per cent. 
Statewise distribution of assistance sanctioned by SlDBl shows 
considerable concentration among few States. By the end of March 1997, 
Maharashtra got the highest share of 15.7 per cent of the total assistance 
sanctioned by SlDBl followed by Gujrat 13.2 per cent, Tamil Nadu 11.5 
per cent, Karnatka 8.8 per cent , U.P. 6.9 per cent, Andhra Pradesh 6.2 
per cent, Delhi 5.5 per cent and Rajasthan 5.1 per cent. These eight 
States together accounted 72.9 per cent of the total assistance and 
remaining 27.1 per cent of the total assistance was shared by all other 
States and Union Territories together in the same period. 
SIDBl also provides financial assistance to the projects located 
in the backward areas. By the end of March 1997, cumulative assistance 
sanctioned by SlDBl to backward areas aggregated to Rs. 6071.3 crores 
forming 25,5 per cent of the total assistance. Statewise distribution of 
assistance sanctioned to backward areas shows that Karhatka got the 
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highest share of 13.7 per cent of the total assistance by the end of March 
1997 followed by Tamil Nadu 10.5 per cent, Gujrat 9.4 per cent, Rajasthan 
8.8 per cent, Andhra Pradesh 8.2 per cent, U.P. 7.6 per cent, Kerala 7.3 
per cent and Maharashtra 6.9 per cent. These eight States together 
accounted 72.4 per cent of the total assistance sanctioned to backward 
areas and remaining 27.6 per cent of the total assistance was shared by 
ail other States and Union Territories. 
SlDBl's direct assistance to industry is extended mainly under 
its project finance in the forms of loans, direct subscriptions, direct 
discounting of bills, equity type assistance/seed capital and foreign 
currency loans. The cumulative direct financial assistance sanctioned by 
SlDBl by the end of March 1997, aggregated to Rs. 7967,0 crores forming 
27.7 per cent of the total assistance by SlDBI. The actual disbursements 
of direct assistance aggregated to Rs. 6329.7 crores forming 29.5 per cent 
of the total assistance disbursed and 79.4 per cent of total direct assistance 
sanctioned by SIDBl. Direct discounting of bills constitutes the single most 
important component of SlDBI's direct assistance. By the end of March 
1997, discounting of bills accounted Rs. 6543.0 crores forming 82.1 per 
cent of total direct assistance followed by loans which aggregated 
to Rs. 1232.5 crores forming 15.5 per cent, foreign currency 
accounted Rs. 114.3 crores forming 1.4 per cent and others Rs. 77.2 
crores forming 1.0 per cent. 
SlDBI also provides its financial assistance in the form of 
indirect assistance. Indirect assistance of SlDBI mainly consists of 
refinance, bills rediscounting, resource support to financial intermediaries 
and assistance to leasing companies. The amount of indirect assistance 
is large in comparison to direct assistance. The cumulative indirect 
assistance sanctioned by SIDBl, since its inception upto March 1997, 
stood at Rs. 20,662.2 crores forming 71.8 per cent of the total assistance 
sanctioned by SIDBl. The actual disbursements of indirect assistance 
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aggregated to Rs. 15,052.8 crores forming 70.1 per cent of total indirect 
assistance disbursed by SlDBl and 72.9 per cent of total indirect assistance 
sanctioned by SlDBl in the same period. Refinancing of term loans 
constitutes the single most important component of SlDBI's indirect 
assistance. By the end of March 1997, refinancing of term loans accounted 
to Rs. 14,876.7 crores forming 71.9 per cent of total indirect assistance 
followed by resource support to financial intermediaries which accounted 
Rs. 2059,1 crores forming 9.9 per cent, assistance to leasing companies 
which aggregated to Rs. 1978.8 crores const i tu t ing 9.6 per cent and 
rediscount ing of bills accounted Rs. 1747.6 crores const i tut ing 8.6 
per cent. 
(iv) Life Insurance Corporation of India (LIC) 
Life Insurance Corporation of India (LIC) was set up in 1956 
through nationalization of all life insurance companies in the country. It 
is vested with the responsibility of exclusively managing the life insurance 
business and in consonance with national priorities and objectives, 
prudently deploying the funds of the policy holders to their best advantage. 
Besides investing in Government and other approved securities, LIC 
extends assistance for development of socially-oriented sectors and 
infrastructure facilities such as housing, rural electrification, water supply 
and sewerage, and provides finance to industrial concerns by way of term-
loans, underwriting and direct subscriptions to shares and debentures. 
LIC also extends resource support to term-lending institutions by 
subscribing to their shares and bonds. Over the years, LIC has acquired 
supreme position in the long-term financing of industries. 
Life insurance organisations occupy a notable position among the 
saving institutions of all the countries of the world. This is mainly because 
they are able to collect small savings from innumberable individuals. They 
create the desire among the people to save. Life insurance, as a form of 
personal savings, caters: 
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(i) to assist the individual in the creation of emergency saving fund 
to guard his family against any financial misfortune; 
(ii) to build up a potential family estate, should the sources of the 
current earning power of the head of the family be removed by 
death; and 
(iii) to assist in the accumulation and conservation of a fund by the 
time of retirement from active work. 
At the same time, the contractual nature of life insurance also 
contributes to the mobilization of savings. It tends to cause the policy 
holders to continue more firmly in their resolution to save than do most 
of the other agencies designed for the inculcation of thrift. The life 
insurance, through contractual payment of premium, controls individual 
impulses and fosters saving habit in them. The principal virtue of life 
insurance, as promoter of thrift, lies in the peculiar combination of saving 
and family protection. 
By the end of March 1997, cumulative assistance sanctioned by 
L i e stood at Rs. 17,800.3 crores forming 4.8 per cent of the total 
assistance sanctioned by APIs. The actual cumulative assistance disbursed 
by L i e amounted to Rs. 15,296.5 crores forming 6.1 per cent of total 
assistance disbursed by APIs, and 85.9 per cent of the total assistance 
sanctioned by LIC in the same period, However, there has been substantial 
increase in the assistance sanctioned and disbursed by LIC over the years. 
By the end of March 1982, cumulative assistance sanctioned by LIC stood 
at Rs. 814.8 crores forming 5.5 per cent of the total assistance sanctioned 
by APIs together, which increased to Rs. 17,800.3 crores by the end of 
March 1997, showing an increase of 22.84 times over the years. Likewise, 
the actual cumulative disbursements by LIC stood at Rs. 629.35 crores 
forming 6.2 per cent of total sanctions of APIs together by the end of 
March 1982, which increased to Rs. 15,296.5 crores showing an increase 
of 24.3 times over the years. Thus, there has been substantial increase 
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in the assistance sanctioned and disbursed by LIC in absolute terms over 
the years, but in relative terms the share of LIC in total assistance 
sanctioned declined from 5,5 per cent by the end of March 1982 to 4.8 
per cent by the end of March 1997, likewise the share of LIC in total 
assistance disbursed declined from 6.2 per cent to 6.1 per cent during the 
same period. The annual average of assistance sanctioned by LIC has been 
fluctuating during 1980-97. Annual average of assistance sanctioned by 
Lie declined from 32.1 per cent during 1980-85 to 27.7 per cent during 
1985-90, but increased to 29.8 per cent during 1990-97. Likewise, annual 
average of assistance disbursed by LIC declined from 28.1 per cent during 
1980-85 to 26.2 per cent during 1985-90, but increased substantially to 
43.0 per cent during 1990-97, 
Sectorwise analysis of assistance sanctioned by LIC shows that 
private sector has been the largest recipient of financial assistance over 
the years. By the end of March 1997, cumulative assistance sanctioned to 
private sector aggregated to Rs. 10,302.1 crores forming 74.1 per cent 
of the total assistance sanctioned by LiC followed by public sector which 
accounted a sum of Rs. 3344.3 crores constituting 24,1 per cent and 
cooperative sector which accounted a sum of Rs. 254.2 crores forming only 
1.8 per cent. Thus, LIC in its direct financing operations is basically 
interested in the development of industries in the private sector. 
Industrywise assistance sanctioned by LIC is concentrated in 
few industries. By the end of March 1997, basic metals industry accounted 
the largest share of 16.5 per cent followed by chemicals and chemical 
products 14,1 per cent, textiles 12,3 per cent, electricity generation 10,9 
per cent, machinery 9,9 per cent, cement 5,4 per cent, electrical and 
electronic equipment 3,7 per cent and services 3,2 per cent in the same 
period. These eight industries together accounted 76,0 per cent of total 
assistance sanctioned by LIC, Other industries assisted by LIC include 
transport equipment, food products, paper, rubber, fertilizer and metal 
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products etc. . These industries together accounted 24.0 per cent of the 
total assistance sanctioned by LlC in the same period. 
L ie also provides assistance for the establishment of new 
projects as well as for the expansion/diversification and modernisation/ 
renovation purposes to the existing projects. During 1996-97, LIC 
sanctioned a sum of Rs. 2601.3 crores, out of which Rs. 452.7 crores 
forming 17.4 per cent for the establishment of new projects, Rs. 795.6 
crores constituting 30.6 per cent for expansion/diversification, Rs. 207 8 
crores forming 7.9 per cent for modernisation/renovation of existing 
projects and Rs. 1145.2 crores form.ing 44.1 per cent for other purposes. 
Siatewise distribution of assistance sanctioned by LIC shows 
considerable concentration among few States. By the end of March 1997, 
Maharashtra got the highest share of 25.1 per cent of the total assistance 
sanctioned by LIC followed by Gujrat 17.8 per cent, Delhi 15.6 per cent. 
West Bengal 7.7 per cent, Tamil Nadu 5.9 per cent, Andhra Pradesh 4.9 
per cent, Karnatka 4.8 per cent and Uttar Pradesh 4.4 per cent. These 
eight States together accounted 86.2 per cent of the total assistance 
sanctioned by LIC and remaining 13.8 per cent of the total assistance 
was shared by all other States and Union Territories. 
Aggregate investable funds of LIC, consisting of life insurance 
business, capital redemption and Jeevan Suraksha business, stood at Rs. 
91,448.4 crores by the end of March 1997. Life insurance business 
constituted almost whole of the total investable funds of LiC i.e, 99.8 
per cent, while capital redemption and Jeevan Suraksha business 
contributed only 0.2 per cent. 
Total investment of LIC upto March 1997 aggregated to Rs. 
8266.5 crores. Investment in Government and other approved securities 
accounted the highest share of 56.9 per cent followed by industry 18.7 
per cent, infrastructure facilities 10.5 per cent, loans for housing 
development 9.4 per cent and others 4.5 per cent. 
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Direct assistance to industry sanctioned by LIC aggregated to Rs. 
13,900.6 crores by the end of March 1997, of which term-loans were Rs. 
4658.3 crores and assistance by way of underwriting and direct 
subscriptions were Rs. 9242.3 crores, constituting 33.5 per cent and 66.5 
per cent of total sanctions respectively. 
(v) Unit Trust of India (UTI) 
The Unit Trust of India (UTI) was set up in February 1964.The 
primary objective of the UTI is two-fold: 
(i) to stimulate and pool the savings of the middle and low income 
groups; and 
(ii) to enable them to share the benefits and prosperity of the rapidly 
growing industrialization in the country. 
These two-fold objectives are to be achieved through a three-
fold approach; 
(i) by selling units of the Trust among as many investors as possible 
in different parts of the country; 
(ii) by investing the sale proceeds of the units and also the initial 
capital funds in industrial and corporate securities; and 
(iii) by paying dividends to those who have bought the units of the 
Trust. 
The units of the Trust have different advantages. These 
advantages are: 
(i) Investment in units is safe, since the risk is spread over a wide 
range of securities, 
(ii) The unit holders receive a steady and decent income, 
(iii) Dividend income from the unit Trust enjoys various tax 
concessions, 
(iv) The units are highly liquid in the sense that an investor can cash 
them whenever he wants. The units can be sold back to the Trust 
any time at prices fixed by the Trust. 
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Over the years, UTI has introduced a variety of schemes to 
meet the needs of diverse sections of investors. After an amendment to 
its Act in 1986, UTI has started extending assistance to the corporate 
sector by way of term-loans and underwriting/direct subscription to shares/ 
debentures. 
By the end of March 1997, cumulative assistance sanctioned by 
UTI aggregated to Rs. 46,960.6 crores forming 12.7 per cent of the total 
assistance sanctioned by APIs. The actual cumulative assistance disbursed 
by UTI amounted to Rs. 35,528.7 crores forming 14.0 per cent of the 
total assistance disbursed by APIs, and 75.7 per cent of total assistance 
sanctioned by UTI. However, there has been substantial increase in the 
assistance sanctioned and disbursed by UTI over the years. By the end 
of March 1982, cumulative assistance sanctioned by UTI stood at Rs. 
387.94 crores forming only 2.6 per cent of the total assistance sanctioned 
by APIs, which increased to Rs. 46,960.6 crores by the end of March 
1997 indicating an increase of 121.1 times over 1982 level. LikewisCjthe 
actual disbursement of assistance by LIC stood at Rs. 366.18 crores by 
the end of March 1982 forming only 3.6 per cent of the total assistance 
disbursed by APIs which increased to Rs. 35,528.7 crores showing an 
increase of 97 times over the years. Thus, we notice substantial increase 
in the assistance sanctioned and disbursed by UTI both in absolute as 
well as in relative terms. However, annual average of assistance 
sanctioned by UTI declined from 52.0 per cent during 1980-85 to 45.6 
per cent during 1985-90 and further to 36.9 per cent during 1990-97. 
On the other hand, annual average of assistance disbursed by UTI increased 
from 36 ; per cent during 1980-85 to 43.6 per cent during 1985-90 but 
declined to 34.1 per cent during 1990-97. 
Sectorwise analysis of assistance sanctioned by UTI shows that 
private sector has been the largest recipient of financial assistance over 
the years By the end of March 1997, cumulative assistance sanctioned 
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to private sector aggregated to Rs. 28,894.2 crores forming 75.0 per cent 
of the total assistance sanctioned by UTI followed by public sector which 
accounted a sum of Rs. 8887.3 crores forming 23.1 per cent, joint sector 
which accounted a sum of Rs. 540.2 crores constituting 1.4 per cent and 
cooperative sector which accounted a sum of Rs. 179.3 crores forming 
only 0.5 per cent. 
Industrywise assistance sanctioned by UTI shows considerable 
concentration among few industries. By the end of March 1997, services 
accounted the largest share of 15.2 per cent of the total assistance followed 
by basic metals 13.2 per cent, chemicals and chemical products 13.1 per 
cent, textiles 9.5 per cent, machinery 6.4 per cent, electricity generation 
5.8 per cent, fertilizers 3.0 per cent and cement 2.7 per cent. These eight 
industries together accounted 69.9 per cent of the total assistance, while 
all other industries together accounted 31.1 per cent of the total assistance 
sanctioned by UTI. 
Purposewise assistance shows that UTI sanctioned a sum of Rs. 
3347.0 croresduring 1996-97, of these, a sum of Rs. 62.9 crores was used 
for new projects forming 1.9 per cent of the total assistance, Rs. 257.9 
crores forming 7.7 per cent of total assistance for expansion/ 
diversification and remaining 3026.2 crores forming 90.4 per cent of the 
total assistance for other purposes such as working capital loans etc. 
Statewise distribution of assistance sanctioned by UTI shows that 
by the end of March 1997, Maharashtra got the highest share of 19.7 per 
cent of the total assistance followed by Gujrat 7.9 per cent, U.P. 2.9 per 
cent, Karnatka and Delhi 2.2 per cent each, Tamil Nadu 2.1 per cent, 
West Bengal 1.8 per cent and Madhya Pradesh and Andhra Pradesh 1,6 
per cent each. These nine States together accounted 42.0 per cent of the 
total assistance sanctioned by UTI. Infact, we notice that a sum of Rs. 
21,449.0 crores forming 55.7 per cent of the total assistance was 
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sanctioned to multi-state/non-specific areas by the UTI, while the share 
of remaining States and Union Territories was only 2.3 per cent of the 
total assistance sanctioned by UTI in the same period. 
By the end of March 1997, componentwise cumulative assistance 
sanctioned by UTI aggregated to Rs. 46,960.6 crores including a special 
deposits of Rs. 8460.4 crores forming 18.0 per cent of the total assistance. 
Of these, rupee loans accounted Rs. 11,253.6 crores forming 23.9 per cent, 
direct subscriptions including equity/preference and debentures accounted 
Rs. 6373.6 crores forming 13.6 per cent of the total assistance and 
underwriting including equity/preference and debentures accounted Rs. 
20,873.0 crores forming 44.5 per cent to the total assistance sanctioned 
by the UTI. 
(vi) General Insurance Corporation of India (GIC) 
General Insurance Corporation of India (GIC) was set up in 1973 
after nationalization of general insurance companies in the country.GIC 
along with its four subsidiaries viz. National Insurance Company Ltd., 
New India Assurance Company Ltd., Oriental Fire and General Insurance 
Company Ltd. and United India Insurance Company Ltd. operate a number 
of insurance schemes to cater to the diverse and emerging needs of 
various segments of the society. GIC and its subsidiaries have devised 
several need-based covers to meet the requirements of the liberalized 
environment and also participate in financing of industrial projects 
alongwith AIFIs through term loans, short-term loans and direct 
subscription to shares/debentures of new and existing industrial enterprises. 
However, the objectives of the investment policies of GIC are as follows: 
(i) to fulfil the national priorities including industrial development; 
(ii) safety and security of capital and diversification of portfolio; 
(iii) adequate liquidity; 
(iv) maximum yield, stability of income and capital appreciation; 
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(v) marketability ; 
(vi) favourable tax status; and 
(vii) protection against inflation, 
On the recommendations of the Malhotra Committee, investment 
guidelines for GIC have been relaxed with effect from April 1, 1995. A 
general insurance company is permitted to invest upto 25 per cent of its 
total assets in other than approved investments. GIC is required to invest 
only 45 per cent of the accretions in socially-oriented sectors, as against 
70 per cent earlier and remaining 55 per cent in the market. 
Cumulative assistance sanctioned by GIC by the end of March 
1997 stood at Rs. 6307.0 crores form.ing only 1.7 per cent of the total 
assistance sanctioned by APIs. The actual cumulative assistance disbursed 
by GIC aggregated to Rs. 4172.0 crores forming 1.6 per cent of the 
total assistance disbursed by APIs and 66.1 per cent of the total assistance 
sanctioned by GIC in the same period. There has been substantial increase 
in the assistance sanctioned and disbursed by GIC over the yearS-By the 
end of March 1982, cumulative assistance sanctioned by GIC stood at 
Rs. 224.87 crores forming 1.5 per cent of the total assistance sanctioned 
by APIs which increased to Rs. 6307.0 crores showing an increase of 28.1 
times over 1982 level. Likewise, the actual disbursements of assistance 
by GIC stood at Rs. 160.23 crores by the end of March 1982 forming 
1.6 per cent of the total disbursements by APIs which increased to Rs. 
4172.0 crores showing an increase of 26 times over 1982 level. Thus, 
we notice increase in the assistance sanctioned by GIC both in absolute 
and relative terms, while assistance disbursed by GIC shows increase only 
in absolute terms, in relative terms its share remained the same over the 
years. However, annual average of assistance sanctioned by GIC declined 
from 44.9 per cent during 1980-85 to 13.5 per cent during 1985-90, 
but increased to 31.8 per cent during 1990-97. Likewise, annual average 
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of assistance disbursed by GIC declined from 50.8 per cent to 13.1 per 
cent but increased to 27.5 per cent during the same period. 
Sectorwise analysis of assistance sanctioned by GIC shows that 
private sector has been the largest recipient of financial assistance from 
GIC. During 1996-97, GIC sanctioned a sum of Rs. 789.4 crores, of which 
private sector accounted Rs. 653.2 crores forming 82.7 per cent of total 
sanctions followed by public sector which accounted Rs. 77.8 crores 
forming 9.9 per cent and Joint sector which accounted Rs. 58.4 crores 
forming 7.4 per cent of total sanctions of GIC during the same period. 
Industrywise assistance sanctioned by GIC shows considerable 
concentration among few industries. During 1996-97, basic metals industry 
accounted the largest share of 30.6 per cent followed by chemicals and 
chemical products 17.4 per cent, fertilizers 8.9 per cent , transport 
equipment 6.5 per cent , electricity generation 5.4 per cent, electrical and 
electronic equipment 4.6 per cent, machinery 3.2 per cent, textiles 2.4 
per cent during the same period. These eight industries together accounted 
79.0 per cent of the total assistance sanctioned by GIC and all other 
industries together accounted 21 per cent of the total assistance during 
the same period. 
Purposewise assistance sanctioned by GIC shows that during 
1996-97, new projects accounted Rs. 38.0 crores forming 4.8 per cent of 
the total assistance, Rs. 136.1 crores forming 17.2 per cent for expansion/ 
diversification, Rs. 10.0 crores forming 1.3 per cent for modernisation/ 
renovation and remaining Rs. 605.3 crores forming 76.7 per cent of the 
total assistance for other purposes mainly for long-term working capital, 
meeting cost overrun etc. during the same period. 
Statewise distribution of assistance sanctioned by GIC shows that 
during 1996-97, Maharashtra got the highest share of 34.2 per cent of 
the total assistance followed by Gujrat 16.3 per cent. West Bengal 11.7 
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per cent , Tamil Nadu 8.2 per cent, Punjab 4.4 per cent , Delhi 4.3 per 
cent and Karnatka and Goa 4.1 per cent each during the same period. 
These eight States together accounted 87.3 per cent of the total assistance, 
while the shares of remaining States and Union Territories were only 12.7 
per cent of the total assistance sanctioned by GIC during the same period. 
(vii) State Industrial Development Corporations (SIDCs) 
State Industrial Development Corporations (SIDCs) were set up 
during sixties and early seventies under the Companies Act, 1956, or as 
autonomous corporations under specific State Acts, as a wholly-owned 
State Government undertakings for promotion and development of medium 
and large industries in their respective States. The main objective of 
SIDCs is to act as catalytic agent for industrial development in their 
States. SIDCs provide financial assistance to industrial units by way of 
term loans, underwriting and direct subscriptions to shares and debentures 
and guarantees. They also undertake a variety of promotional activities like 
preparation of feasibility reports, industrial potential surveys, 
entrepreneurship development programmes and developing industrial areas/ 
estates. Some SIDCs also offer a package of development services which 
include technical guidance, assistance in plant location and coordination 
with other agencies. SIDCs are also engaged in setting up of medium 
and large industrial projects in joint sector in collaboration with private 
enterpreneurs or as a wholly-owned subsidiaries. Some SIDCs also 
administer the incentive schemes of Central/State Governments and 
participate in risk capital. At present, there are 28 SIDCs in the country, 
eleven of them also function as the State Financial Corporations, Such 
SIDCs are in Andaman and Nicobar, Arunachal Pradesh, Daman and Diu 
and Dadra and Nagar Haveli, Manipur, Meghalaya, Mizoram, Nagaland, 
Tripura, Goa, Pondichery and Sikkim. 
By the end of March 1997, cumulative assistance sanctioned by 
all 28 SIDCs together aggregated to Rs. 13,352.1 crores forming 3.6 per 
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cent of the total assistance sanctioned by AFls. The actual cumulative 
assistance disbursed by SlDCs amounted to Rs. 9702.4 crores forming 
3.8 per cent of the total assistance disbursed by AFls and 72.7 per cent 
of the total assistance sanctioned by SlDCs. However, there has been 
substantial increase in the assistance sanctioned and disbursed by SlDCs 
over the years. By the end of March 1982, cumulative assistance sanctioned 
by SlDCs stood at Rs. 1091.62 crores forming 7.3 per cent of the total 
assistance sanctioned by AFls which increased to Rs. 13,352.1 crores by 
the end of March 1997 indicating an increase of 12.2 times over 1982 level. 
Likewise, the actual disbursements of assistance by SlDCs stood at Rs. 
673.15 crores by the end of March 1982 forming 6.6 per cent of the total 
assistance disbursed by AFls, which increased to Rs. 9702.4 crores by the 
end of March 1997 indicating an increase of 14.4 times over 1982 level. 
However, in absolute terms both assistance sanctioned and disbursed have 
increased over the years, but in relative terms their importance have 
declined. The annual average of assistance sanctioned and disbursed by 
SlDCs has fluctuated over the years. The annual average of assistance 
sanctioned by SlDCs declined from 25.7 per cent during 1980-85 to 7.9 
per cent during 1985-90, but increased to 16.5 per cent during 1990-97. 
Likewise, annual average of assistance disbursed by SlDCs declined from 
29.6 per cent to 13.1 per cent but increased to 13.6 per cent during the 
same period. 
Sectorwise analysis of assistance sanctioned by SlDCs shows that 
private sector has been the largest recipient of financial assistance from 
SlDCs. By the end of March 1997, cumulative assistance, sanctioned to 
the private sector aggregated to Rs. 11,712.2 crores forming 87.7 per cent 
of the total assistance sanctioned by SlDCs followed by joint sector which 
accounted a sum of Rs. 1072.9 crores forming 8.0 per cent, public sector 
which accounted Rs. 502.0 crores forming 3.8 per cent and cooperative 
sector which accounted Rs. 65.0 crores forming only 0.5 per cent. 
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Industrywise assistance sanctioned by SlDCs shows that textiles 
industry got the largest share of 16.1 per cent of the total assistance by 
the end of March 1997 followed by chemicals and chemical products 13.8 
per cent, food products 9.9 per cent, basic metals 7.4 per cent, electrical 
and electronic equipment 5.1 per cent, machinery 4,8 per cent, paper 4.7 
per cent, metal products 4.6 per cent and services 4,0 per cent. These 
nine industries together accounted 70.4 per cent of the total assistance, 
while all other industries together accounted 29.6 per cent of the total 
assistance sanctioned by SlDCs by the end of March 1997. 
SlDCs grant assistance not only for establishing of new projects 
but also to the existing projects for their expansion, diversification, 
modernisation and renovation, etc. purposes. New projects have received 
the major share in the total assistance sanctioned by SlDCs. By the end 
of March 1997, all SlDCs have sanctioned an assistance of Rs. 9237.8 
crores representing 69.2 per cent of the total assistance sanctioned to 
the new projects. On the other hand, assistance for expansion/ 
diversification of existing projects aggregated to Rs. 2136.6 crores forming 
16.0 per cent, while assistance for modernisation/renovation purposes stood 
at Rs. 1138.9 crores forming 8,5 per cent of total sanctions. Besides these, 
another sum of Rs. 843,8 crores forming 6.3 per cent of the total assistance 
was also sanctioned to the existing projects as supplementary assistance. 
Thus, only 30.8 per cent of the total assistance of SlDCs has gone 
to the existing projects, while 69.2 per cent of their assistance has gone 
to new projects. This reflects that SlDCs are taking greater interest in 
the establishment of new projects than assisting the existing projects for 
their expansion, diversification, modernisation or renovation purposes. 
Statewise distribution of assistance sanctioned by SlDCs shows 
that by the end of March 1997,SlDCs of Maharashtra got the highest 
share of 15.1 per cent of the total assistance followed by the SlDCs 
of U.P. 14.1 per cent, Gujrat 13.2 per cent, Karnatka 12.9 per cent, Punjab 
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7.3 per cent, Tamil Nadu 6.1 per cent, Andhra Pradesh 4.2 per cent and 
Rajasthan 3.8 per cent. SIDCs of these eight States together accounted 
76.7 per cent of the total assistance and remaining 23.3 per cent of the 
total assistance was accounted by all other SIDCs. 
SIDCs also provide financial assistance to the projects located 
in the backward areas. Cumulative assistance sanctioned by SIDCs to the 
projects located in the backward areas accounted to Rs. 6494.1 crores 
constituting 48.6 per cent of the total assistance sanctioned by SIDCs by 
the end of March 1997. Actual assistance disbursed to the backward areas 
amounted to Rs. 4900.3 crores forming 50.5 per cent of the total assistance 
disbursed by SIDCs. Statewise distribution of assistance sanctioned to 
backward areas shows that U.P. got the highest share of 14.1 per cent 
followed by Gujrat 11.6 per cent, Karnatka 11.0 per cent, Maharashtra 
9.6 per cent, Andhra Pradesh 7.2 per cent, Goa 6,0 per cent, Madhya 
Pradesh 5.8 per cent, and Rajasthan 5.6 per cent in the same period. These 
eight States together accounted 69.4 per cent of the total assistance 
sanctioned to backward areas and remaining 30.6 per cent of the total 
assistance was shared by all other States. 
SIDCs have granted assistance to industrial enterprises in varying 
amounts of different sizes. Sizewise cumulative assistance sanctioned by 
SIDCs by the end of March 1997 shows that size range of more than Rs. 
60 lakhs got the highest share of 78.6 per cent of the total assistance 
followed by the size range of Rs. 30 to 40 lakhs 6.7 per cent , size 
range of Rs. 40 to 60 lakhs 6.5 per cent, size range of Rs. 10 to 30 
lakhs 5.7 per cent and upto Rs. 10 lakhs only 2.5 per cent of the total 
assistance sanctioned by SIDCs. 
,Schemewise assistance sanctioned by SIDCs shows that bv the 
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assistance and assistance by way of underwriting/direct subscriptions, 
guarantees and seed/special capital were Rs. 1752.6 crores, 426.1 crores 
and 68.9 crores constituting 13.1 per cent, 3.2 per cent and 0.5 per cent 
respectively of the total assistance. 
(viii) Risk Capital and Technology Finance Corporation Limited (RCTC) 
The Risk Capital and Technology Finance Corporation Limited 
(RCTC) was established in January 1988 on reconstitution of the Risk 
Capital Foundation (RCF), which was established by IFCI in 1975. RCTC 
provides risk capital assistance to new entrepreneurs to enable them to 
meet the gap in promoter's equity in medium scale projects and technology 
finance for projects envisaging latest technology/product/process 
development as also innovative services. RCTC provides assistance in the 
form of conventional loans or interest-free conventional loans on a project 
and risk sharing basis with the project promoters. RCTC also subscribes 
to the equity of projects with suitable buy-back arrangements with the 
promoters. 
RCTC at present operates two schemes viz. Risk Capital Scheme 
and Venture Capital Scheme. With the launch of Venture Capital Scheme, 
Projects eligible under Technology Finance and Development Scheme 
introduced in 1988 are considered under Venture Capital Scheme. The 
objectives of both the schemes are similar. Under the Risk Capital Scheme, 
RCTC provides assistance by way of equity participation to the extent of 
10 per cent of paid-up capital of the company or Rs. 100 lakhs whichever 
is lower to new entrepreneur for setting up medium scale ventures with 
some innovative features and costing between Rs. 5 to 50 crores. 
By the end of March 1997, cumulative assistance sanctioned by 
RCTC stood at Rs. 153,9 crores forming only 0.04 per cent of the total 
assistance sanctioned by AFIs, while actual cumulative disbursements of 
assistance amounted to Rs. 106.9 crores forming 0.04 per cent of the 
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total assistance disbursed by APIs and 69.5 per cent of the total assistance 
sanctioned by RCTC. Schemewise assistance sanctioned by RCTC shows 
that Venture Capital Scheme accounted the largest share of Rs. 79.3 crores 
forming 51.6 per cent of the total assistance sanctioned by RCTC followed 
by Risk Capital Scheme which accounted Rs. 58.6 crores forming 38 per 
cent, Technology Finance Scheme accounted Rs. 13.3 crores forming 
8.6 per cent and short-term loans accounted Rs. 2.7 crores forming 
1.8 per cent. 
Sectorwise analysis of assistance sanctioned by RCTC shows that 
private sector has been the largest recipient of financial assistance from 
RCTC. By the end of March 1997, cumulative assistance sanctioned to 
private sector aggregated to Rs. 13 5.0 crores forming 87.7 per cent of 
the total assistance followed by joint sector which accounted a sum of Rs. 
17.7 crores forming 11.5 per cent and public sector which accounted Rs. 
1.2 crores forming only 0.8 per cent of the total assistance sanctioned by 
RCTC. 
Industrywise assistance sanctioned by RCTC shows that chemicals 
and chemical products got the largest share of 12.9 per cent of the total 
assistance by the end of March 1997 followed by food products 10.9 
per cent, textiles 8.9 per cent, electrical and electronic equipment 6.5 
per cent, basic metals 5.7 per cent, transport equipment 4.7 per cent, 
services 3.9 per cent and machinery 3.4 per cent. These eight industries 
together accounted 56.9 per cent of the total assistance, while all other 
industries together accounted 43.1 per cent of the total assistance 
sanctioned by RCTC by the end of March 1997. 
New projects received the major share in the total assistance 
sanctioned by RCTC. By the end of March 1997, cumulative assistance 
sanctioned to new projects amounted to Rs. 125.2 crores forming 81.4 
per cent, while assistance for expansion/diversification purposes stood at 
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Rs. 27.5 crores forming 17.8 per cent and modernization/renovation 
purposes accounted Rs. 1.2 crores forming only 0.8 per cent of the total 
assistance sanctioned by RCTC. 
Statewise distribution of assistance sanctioned by RCTC shows 
that by the end of March 1997, U.P. got the highest share of 18.1 per 
cent of the total assistance followed by Haryana 15.1 per cent, Andhra 
Pradesh 14.2 per cent, Rajasthan 8.8 per cent, Maharashtra 6.7 per cent, 
Tamil Nadu 6.4 per cent, Delhi 5.5 per cent, Madhya Pradesh and Gujrat 
3.7 per cent each. These nine States together accounted 82.2 per cent of 
the total assistance and remaining 17.8 per cent of total assistance was 
shared by all other States and Union Territories in the same period. 
(ix) Technology Development and Information Company of India Limited (TDICI) 
The Technology Development and Information Company of India 
Limited (TDICI) was incorporated under the Companies Act by ICICI 
and UTl in July 1988 as India's first venture capital finance company. 
It took over the venture capital operations of ICICI. TDICI primarily 
provides assistance to small and medium industries conceived by technocrat 
entrepreneurs in the form of project loans, direct subscription to equity 
and a quasi-equity instrument called conditional loans. The industrial units 
assisted by TDICI are in the field of computers, chemicals/polymers, drugs, 
diagnost ics and vaccines, biotechnology, e lec t r ica l /e lec t ronics / 
telecommunications, environmental engineering, non-conventional energy, 
etc. TDICI works closely with R&D organisations, industrial associations, 
professional groups and experts in various technologies and industries. It 
provides its client companies a comprehensive technomanagerial support 
and guidance services. ^ 
Cumulative assistance sanctioned by TDICI by the end of March 
1997 stood at Rs. 280.4 crores constituting 0.07 per cent of the total 
assistance sanctioned by AFls, while actual cumulative disbursements of 
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assistance aggregated to Rs. 257.8 crores forming 0.1 per cent of the total 
assistance sanctioned by AFls and 91.9 per cent of the total assistance 
sanctioned by TDICI. Componentwise assistance sanctioned by TDICI 
shows that rupee loans including normal and conditional loans accounted 
Rs. 47.6 crores forming 16.9 per cent of the total assistance, direct 
subscriptions including equity/preference and debentures accounted Rs. 
231.5 crores constituting 82.6 per cent and others accounted Rs. 1.3 crores 
forming 0.5 per cent of the total assistance sanctioned by TDICI by the 
end of March 1997. 
Industrywise assistance sanctioned by TDICI shows that 
industrial products and machinery got the highest share of 35.8 per cent 
of the total assistance by the end of March 1997 followed by food 
processing 9.6 per cent, computer software and services 8.9 per cent, 
medical 9.6 per cent, consumer related industries 7.3 per cent, computer 
hardware/systems 5.1 per cent, bio-technology 3.8 per cent, and energy 
related industries 3.5 per cent. These eight industries together accounted 
82.1 per cent of the total assistance, while all other industries together 
accounted 17.9 per cent of the total assistance sanctioned by TDICI. 
Statewise analysis of assistance sanctioned by TDICI shows 
considerable concentration among few developed States. By the end of 
March 1997, Maharashtra got the highest share of 31.3 per cent of the 
total assistance sanctioned by TDICI followed by Tamil Nadu 17.3 per cent, 
Karnatka 13.5 per cent, Andhra Pradesh 11.5 per cent and Gujrat 6.6 per 
cent. These five States together accounted 80.2 per cent of the total 
assistance sanctioned by TDICI, while remaining 19.8 per cent of the total 
assistance was shared by all other States and Union Territories. 
(x) Tourism Finance Corporation of India Limited (TFCI) 
The Tourism Finance Corporation of India Limited (TFCI), a 
specialized all-India development financing institution, was set up as a 
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public limited company under Companies Act, 1956 to cater the needs of 
the tourism industry. TFCI was promoted by IFCI along with other all-
India financial institutions and leading commercial banks. TFCI started 
its operations on February 1, 1989. 
TFCI provides rupee loans, underwriting, direct subscriptions 
to shares/debentures, suppliers" credit, equipment leasing and equipment 
procurement for setting up and/or development of tourism-related 
activities, facilities and services. Apart from conventional tourism projects 
in the accommodation and hospitality segments, TFCI assists schemes 
for setting up of non-conventional tourism projects like restaurants, 
highway facilities, travel agencies, amusement parks, ropeways, car rental 
services, ferries for inland water transport, airport facilitation centres, 
training institution for hotel personnel, etc. 
Cumulative assistance sanctioned by TFCI by the end of March 
1997 stood at Rs. 1329.9 crores constituting only 0.4 per cent of the total 
assistance sanctioned by AFIs, while actual cumulative disbursements of 
assistance aggregated to Rs. 725.4 crores forming only 0.3 per cent of 
the total assistance sanctioned by AFIs and 54.5 per cent of the total 
assistance sanctioned by TFCI. Schemewise assistance sanctioned by TFCI 
shows that rupee loans accounted the largest share of Rs. 1228.9 crores 
forming 92.4 per cent of the total assistance sanctioned followed by 
underwriting/guarantees which accounted Rs. 67.1 crores constituting 5.0 
per cent and others Rs. 33.9 crores forming 2.6 per cent of the total 
assistance sanctioned by TFCI by the end of March 1997. 
Sectorwise assistance sanctioned by TFCI shows that private 
sector has been the largest recipient of financial assistance sanctioned 
by TFCI. Cumulative assistance sanctioned to private sector by the end 
of March 1997 aggregated to Rs. 1233.1 crores forming 92.7 per cent of 
the total assistance sanctioned by TFCI followed by public sector which 
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accounted Rs. 73.5 crores forming 5.5 per cent and joint sector which 
accounted Rs. 23.3 crores forming 1.8 per cent of the total assistance. 
Industrywise analysis of assistance sanctioned by TFCI shows that 
hotels accounted the highest share of Rs. 1105.7 crores by the end of March 
1997 constituting 83.1 per cent of the total assistance followed by 
amusement parks which accounted Rs. 62.4 crores forming 4.7 per cent, 
car rentals Rs. 21.7 crores forming 1.6 per cent and other industries 
together accounted Rs. 140.1 crores forming 10.6 per cent of the total 
assistance sanctioned by TFCI. Purposewise analysis of assistance 
sanctioned by TFCI shows that by the end of March 1997, new projects 
accounted Rs. 1042.7 crores forming 78.4 per cent of the total assistance 
sanctioned by TFCI followed by expansion/diversification purposes of 
existing industries which accounted Rs. 160.8 crores constituting 12.1 per 
cent, modernisation/renovation purpose accounted Rs. 81.7 crores forming 
6.1 per cent and others Rs. 45.7 crores forming 3.4 per cent. 
Statewise analysis of assistance sanctioned by TFCI shows that 
Tamil Nadu got the highest share of 18.9 per cent of the total assistance 
by the end of March 1997 followed by Maharashtra 15.7 per cent, Delhi 
12.5 per cent, Rajashtan 8.8 per cent, Karnatka 6.8 per cent , Gujrat 
6.4 per cent , Kerala 4.9 per cent and U.P. 4.6 per cent. These eight 
States together accounted 78.6 per cent of the total assistance, while 
remaining 21.4 per cent of the total assistance was shared by all other 
States and Union Territories. 
From the above discussion, it is clear that institutional structure 
for providing industrial finance in India is now fairly developed and well 
equipped to meet the growing requirements of the industrial sector. 
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CHAPTER-III 
IFCI AND INDUSTRIAL FINANCE 
The establishment of IFCI is the result of a conscious policy adopted 
by the Government of India to stimulate the growth of new industries and 
the expansion of existing ones. Normally, commercial banks do not extend their 
credit facilities for medium and long-term capital requirements of industries, 
and generally it is not convenient or practicable to take recourse to new-
issue market. Hence, to fill this lacuna IFCI was established in July 1948, 
by an Act of Parliament. It is the oldest institution and pioneer development 
bank in India. 
The main objective of the IFCI, as laid dov/n in the preamble to 
the IFCI Act 1948 was "to make medium and long-term credits more readily 
available to industrial concerns in India, particularly in the circumstances 
where normal banking accommodation is inappropriate or recourse to capital 
issue method is impracticable." The IFCI is expected to meet the financial 
requirements of large scale companies. The IFCI caters only to long and 
medium-term requirements of industry specially of block capital. It does not 
grant assistance for purposes of working capital or for repayment of existing 
liabilities. Similarly, no assistance can be granted for acquisition of capital 
goods for commercial or trading purposes. The finances of IFCI are available 
in setting up of new industrial projects as also for the renovation, 
modernization, diversification and expansion of existing units^ Any limited 
company or cooperative society incorporated and registered in India, which 
is engaged in or proposes to engage itself in the manufacture, preserving 
or processing of goods or in shipping, mining or hotel industry or in the 
generation and distribution of electricity or any other form of power is eligible 
for financial assistance by the IFCI. Public sector and joint sector projects 
1. 7th Annual Report of IFCI, p.5. 
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have also become eligible for financial assistance on the same basis as industrial 
projects in the private and cooperative sectors. 
Functions of IFCI 
Section 23 of the IFCI Act, authorises the Corporation to undertake 
the following functions: 
» 
1. Guaranteeing loans floated by industrial concerns in the public market, 
which are repayable within twenty five years. 
ii. Granting loans and advances or subscribing to debentures of industrial 
concerns repayable within twenty five years. 
iii. Underwriting shares and debentures of industrial concerns subject to the 
condition that it should dispose of such securities with in seven years. 
iv. Guaranteeing deferred payments in respect of imports of capital goods 
by approved industrial concerns which are able to make such 
arrangements with foreign manufacturers, and 
V. Acting as the agent in the Central Bank and with its approval for the 
World Bank in respect of loans sanctioned by them to industrial concerns. 
But, the IFCI's activities are enlarged considerably by the bill which was 
passed in the Parliament on December 21, 1960, which widened the scope 
of Corporation on the following lines: 
a) It empowered the Corporation to subscribe directly to the stock/share 
capital of individual concerns; 
b) In future the Corporation can insist on being given option to convert 
loans or debentures into share capital in its credit arrangements with 
industrial firms receiving loans from the Corporation; 
c) It empowered the Corporation to guarantee loans raised by industrial 
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concerns from Scheduled Banks or State Cooperative Banks deferred 
payments for the acquisition of capital goods manufactured in India, 
and the credit arrangements made by industrial concerns from financial 
institutions; 
d) Bill also enlarged the definition of industrial concerns to include 
cold storage and other concerns engaged in the preservation of goods. 
However, IFCI has now been converted into a limited company 
under the Companies Act, 1956 and has been notified as a company with effect 
from July 1, 1993 in order to achieve greater operational flexibility and access 
to the capital market. Now it is known as the Industrial Finance Corporation 
of India Ltd. For assessing the debt obligations of industrial concerns and 
borrowers/ capital raisers, IFCI promoted a credit rating agency known as 
"Investment Information and Credit Rating Agency of India Ltd.** (ICRA), 
which was incorporated on January 16, 1991 as a public limited company, with 
an authorised capital of Rs. 10 crores, to be subscribed by IFCI, UTI, LIC, 
GIC, HDFC, SBI and other 17 commercial banks. As a part of its 
diversification efforts, IFCI has formed IFCI Financial Services Ltd, for 
undertaking merchant banking, stock broking and allied services, IFCI 
Custodial Services Ltd. for offering custodial services to its clients, IFCI 
Investor Services Ltd. for providing registrar and transfer services. IFCI has 
also been one of the main for co-promoters of the Infrastructure Development 
Finance Company Ltd. set up for providing finance to infrastructure projects. 
Financial Resources of IFCI 
"The resources of IFCI comprise its paid-up share capital, retained 
earnings, repayment of loans by borrowers, sale/ redemption of investments, 
borrowings from the market by issue of bonds, borrowing from the Central 
Government and IDBI, as also the borrowings raised from foreign credit 
institutions and international capital markets"^ 
2. 36th Annual Report of IFCI, 1983-84, p.7. 
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By the end of March 1997, the total resources of IFCI aggregated to 
Rs. 17,972.69 crores, of which Rs. 14,775.17 crores constituting 82.2 per cent 
of the total resources were in rupees and equivalent of Rs. 3197.52 crores 
forming 17.8 per cent of the total resources in foreign currencies. Table 3.1 
shows the contribution of different sources in the total resources of IFCI by 
the end of March 1981, 1991 and 1997. The financial resources of IFCI 
broadly consist of ; 
(1) Paid-up Capital; 
(2) Reserves; and 
(3) Borrowings. 
(1) Paid-up Capital 
Initially, the paid-up capital of IFCI was Rs. 5 crores, but a second 
series of shares of Rs. 2 crores was issued in 1962 and since then it has increased 
gradually over the years. By the end of March 1981 the paid-up capital aggregated 
to Rs. 17.50 crores, which increased to Rs. 135 crores by the end of March 1991 
and further increased to Rs. 352.81 crores by the end of March 1997. Though the 
absolute amount of paid-up capital has consistently increased during 1981-97, but 
in relative terms, its importance in the total financial resources of IFCI has declined 
continuously from 2.8 per cent by March 1981 to 2.04 per cent by March 1991 and 
further to 1.9 per cent by March 1997. 
(2) Reserves 
Reserves and surpluses accumulated by IFCI over the years has also contributed 
to its resources. An important feature is that both in absolute as well as in relative 
terms, importance of reserves in the total financial resources of IFCI has increased 
over the years. By the end of March 1981, reserves and surpluses contributed a sum 
of Rs. 31.98 crores in the total financial resources of IFCI, which increased to Rs. 
391.32 crores by the end of March 1991 and further to Rs. 1350,86 crores by the 
end of March 1997. In relative terms, reserves and surpluses accounted 5.3 per cent 
66 
of the total resources by March 1981 which increased to 5.9 per cent by the end of 
March 1991 and further to 7.5 per cent by the end of March 1997. Thus, over the 
years, IFCI has been consistently building up sizeable reserves which is increasingly 
contributing to financial resources of IFCI. 


















Reserve for Doubtful Debts 
Borrowings from 
Lie , UTI, GIC, etc. 




In Foreign Currency 
Bonds and Debentures 
















































Source: Report on Currency and Finance, 1996-97, Vol. 11, Statistical Statements. 
(3) Borrowings 
Borrowings have been the major source of funds to IFCI. By the 
end of March 1981, IFCI had collected a sum of Rs. 184.7 crores forming 
30.4 per cent of the total rpsources, which increased to Rs. 3801.64 crores 
forming 57.6 per cent by the end of March 1991 and further to Rs. 4914.5 
crores by the end of March 1997 forming only 27.3 per cent of the total 
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resources of IFCI. Thus, during 1991-97 the relative share of borrowings have 
declined from 57.6 per cent to 27.3 per cent in the total resources of IFCI. 
Borrowings of IFCI consist of 
i) Borrowings from LIC, UTI, GIC etc., 
ii) Borrowings from Government of India, 
iii) Borrowings through issue of bonds and debentures, 
iv) Borrowings from IDBI, 
v) Borrowings through CDs, land 
vi) Other loans. 
IFCI borrows from LIC, UTL GIC etc. to meet its financial 
requirements. By March 1981!, IFCI borrowed a sum of Rs. 91.52 crores 
through this source forming 15.1 per cent of the total resources, which 
increased to Rs. 1900.82 crorfes by March 1991 forming 28.8 per cent of 
the total resources, but declined to Rs. 1284.36 crores forming only 7.1 per 
cent of the total resources of IFCI by the end of March 1997. Thus, both 
in absolute as well as in relative terms, there has been increase in the 
importance of borrowings from LIC, UTI, GIC etc. during 1981-91. But 
during 1991-97 the importance has declined both in absolute as well as in 
relative terms. 
IFCI also borrows rrom Government of India. But the importance 
of Government loans has declined over the years. By March 1981, IFCI 
borrowed a sum of Rs. 17.62 crores from Government of India accounting 
only 2.9 per cent of the total resources, which increased to Rs. 26.22 crores 
by March 1997, but forming only 0.15 per cent of the total resources of IFCI. 
Thus, in relative terms, there has been decline in the importance of Government 
loans indicating that IFCI does not rely much on Government for its financial 
requirements. 
The most important source of borrov/ings, which has acquired 
tremendous popularity in recent years is the issue of bonds and debentures 
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to the public. There has been manifold increase in the amount of money raised 
by IFCI through issue of bonds knd debentures. By March 1981, total funds 
raised through bonds and debentures stood at Rs. 409.54 crores forming 
67.5 per cent of the total resources which increased to Rs. 9684.84 crores 
by March 1997 forming 53.9 per cent of the total resources of IFCI. Thus, 
in absolute term,there is large increase (23.6 times) in the resources of IFCI 
through issue of bonds and debentures during 1981-97. However, its relative 
share has declined from 67.5 per cent by March 1981 to 53.9 per cent by 
March 1997. But still it presents the single largest source of funds for IFCI. 
This is a healthy and desirable development and reflects increasing confidence 
of public in IFCI. 
IFCI also borrov/s from IDBI. By March 1981, IFCI's total 
borrowings from IDBI aggregated to Rs. 28.5 crores forming 4.7 per cent 
of the total resources, which declined to Rs. 16.03 crores by March 1997 
forming only 0.09 per cent of the total resources of IFCI. Thus, both in 
absolute as well as in relative terms, the importance of borrowings from IDBI 
has declined during 1981-97. Reduction in the IFCI's borrowings from IDBI 
and the Government of India indicates that IFCI is capable of managing 
I 
its resources through its own efforts and operates as an independent institution. 
I 
In recent years, IFCI also received funds from the general public 
I 
through CDs. By March 1997, a total of Rs. 390.37 crores were raised through 
CDs forming 2.2 per cent of the total resources. IFCI also borrowed from 
I 
other miscellaneous sources a sum of Rs. 858.04 crores forming 4.8 per cent 
• 
of the total resources of IFCI by March 1997. 
I 
Foreign Currency Resources 
One of the most important objective of IFCI was to grant foreign 
currency assistance to Indian, industries. IFCI obtains the lines of credit in 
I 
foreign currencies for granting sub-loans to industrial units for import of 
machinery from abroad. Apart from World Bank, IFCI is also getting foreign 
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currency through various other sources like sterling loans from U.K., France, 
Germany, funds from US AID, public issue of bonds abroad, etc.. The funds 
raised by IFCI through internatidnal sources in foreign currency has increased 
from Rs. 45.40 crores forming 7.5 per cent of the total resources by March 
1981 to Rs. 3197.52 crores forming 17.8 per cent of the total resources 
by March 1997. Thus, both in al^solute as well as in relative terms, the share 
of foreign currency borrowings has increased over the years. 
Above discussion shows th4t at present mainstay of financial resources 
of IFCI are the issue of bonds and debentures to Indian people, foreign 
currency loans from international sources and reserves and surpluses. 
Financial Operations of IFCI 
There has been substantial increase in the financial assistance granted 
by IFCI to the industrial sector over the years to keep pace with the tempo 
of industrialization in India. Since its inception upto March 1997, cumulative 
financial assistance sanctioned by IFCI aggregated to Rs. 39,682.3 crores 
representing 10.7 per cent of the total assistance sanctioned by AFIs. The 
I 
actual cumulative assistance disbursed by IFCI accounted to Rs. 25,106.6 
crores constituting 9.9 per cent of the total assistance disbursed by AFIs and 
63.3 per cent of the total sanctions of IFCI. Table 3.2 shows the annual 
assistance sanctioned and disbursed by IFCI during 1980-97. 
Table 3.2 shows that there has been substantial increase in the 
• 
assistance sanctioned by IFCI during 1980-97. Total assistance sanctioned 
by IFCI during 1980-81 was ks. 206.6 crores which increased to Rs. 1817.0 
crores during 1989-90 and further reached to Rs. 7212.3 crores during 1996-
97. Table clearly shows that assistance sanctioned by IFCI has continuously 
• 
increased during 1980-97 except in the years 1991-92, 1992-93 and 1996-97. 
Though yearwise assistance sanctioned by IFCI has not increased at a uniform 
rate, but we find steadily ihcreasing trend over the years. During 1980-97, 
assistance sanctioned by IFCI has increased at an average annual growth 
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rate of 30.1 per cent which is {higher than the average growth rate of 20.7 
per cent per annum recorded in the assistance sanctioned by APIs during the 
same period. A break-up of thes^ periods shows that assistance sanctioned by 
IFCI has increased at an average annual growth rate of 31.4 per cent during 
1980-90 which decHned to 27.5 per cent per annum during 1990-97. 
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Likewise sanctions, assistance disbursed by IFCI has also increased 
substantially over the years. Table 3.2 shows that assistance disbursed by IFCI 
increased from Rs. 108.9 crores during 1981-91 to Rs. 1121.8 crores during 
1989-90 and further to Rs. 5157.1 crores during 1996-97. Table clearly shows 
that assistance disbursed by IFCI has continuously increased during 1980-
97. Though yearwise assistance disbursed by IFCI has not increased at a 
uniform rate, but we find steadily increasing trend over the years. During 1980-
97, assistance disbursed by IFCI has increased at an average annual growth 
rate of 28.3 per cent which is less than average growth rate of sanctions (30.1 
per cent). It is not a healthy trend. For rapid industrial development of the 
country it is essential that disbursements of assistance should also increase 
at a rapid rate. A break-up of these periods shows that assistance disbursed 
by IFCI has increased at an average annual growth rate of 29.7 per cent 
during 1980-90 which declined to 25.7 per cent per annum during 1990-97. 
Because of high rate of growth, the annual average of assistance 
sanctioned and disbursed by iFCI has also increased during 1980-97, which 
is evident from table 3.3. 
Table33: Annual Average of Assistance Sanctioned and Disbursed by IFCI (1980-97) 
(Per cent) 
Period Assistance Sanctioned Assistance Disbursed 
1980-85 25.9 25.4 
1985-90 36.8 33.9 
1990-97 27,5 25.7 
Source: Report on Development Banking in India, 1996-97. 
Table 3.3 shows that annual average of assistance sanctioned and 
di.sbursed by IFCI has fluctuaited during 1980-97. Annual average of assistance 
sanctioned by IFCI increased from 25.9 per cent during 1980-85 to 36.8 per 
cent during 1985-90, but dei:Iined to 27.5 per cent during 1990-97. Likewise, 
annua) average of assistance disbursed by IFCI increased from 25.4 per cent 
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during 1980-85 to 33.9 per cent during 1985-90, but declined to 25.7 per 
cent during 1990-97. 
Composition of Assistance 
I 
Financial assistance sanctioned by IFCI consists of broadly two 
groups: 
(1) Direct Assistance, and 
(2) Indirect Assistance. 
1. Direct Assistance 
IFCFs direct assistance to industry is extended mainly under its 
project finance in the forms of rupee loans, underwriting of and direct 
subscriptions to shares and debentures and guarantees and foreign currency 
loans. The cumulative direct financial assistance sanctioned by IFCI, since 
its inception upto March 1997, stood at Rs. 36,671.4 crores forming 92.4 
per cent of the total assistance sanctioned by IFCI. The actual cumulative 
disbursements of direct financial assistance upto March 1997, aggregated to 
I 
Rs. 22,657.2 crores forming 90.2 per cent of the total assistance disbursed 
by IFCI and 61.8 per cent of the total direct assistance sanctioned by IFCI. 
However, over the years, we find a consistently increasing trend in the direct 
financial assistance sanctioned' by IFCI, but yearwise data shows fluctuations 
from year to year. 
• 
Direct assistance sanctioned by IFCI to industrial concerns consists 
of five different forms as follows: 
(i) Rupee Loans, 
(ii) Direct Subscriptions, 
(iii) Underwriting/Guarantees, 
(iv) Foreign Currency Loans, and 
(v) Others. 
(i) Rupee Loans 
Rupee loans constitute the single most important component of 
IFCl's direct assistance. Since its inception upto March 1997, total rupee loans 
sanctioned by IFCl aggregated to Rs. 22,545 crores forming 61.5 per cent 
of direct assistance sanctioned, while actual disbursements of rupee loans 
amounted to Rs. 15,363.2 crores constituting 67.8 per cent of direct assistance 
disbursed by IFCl. There has bejen remarkable increase in the absolute amount 
of rupee loans sanctioned during 1980-97. For instance, rupee loans 
sanctioned by IFCl was Rs. 173.76 crores during 1980-81 which increased 
to Rs 4002.6 crores during 1996-97 indicating an increase of 23.03 times over 
1980-81 level. However, in relative terms, share of rupee loans in direct 
assistance sanctioned by IFCi declined from 84.1 per cent during 1980-
81 to 56.7 per cent during 1996-97. 
I 
(ii) Direct Subscriptions 
IFCl also finances industrial concerns through direct subscriptions 
• 
to shares and debentures issued by them. Total amount sanctioned by IFCl 
by way of direct subscriptions, since its inception upto March 1997, aggregated 
to Rs. 1510.4 crores forming (^ nly 4.1 per cent of direct assistance sanctioned 
by IFCl, while the actual disbursements of direct subscriptions was Rs. 1081.6 
crores forming only 4.7 per cent of total direct assistance disbursed by IFCL 
The amount of direct subscriptions increased from Rs. 13.14 crores during 
1980-81 to Rs. 145.2 crores during 1996-97 indicating 11.1 times increase over 
1980-81 level. However, in relative terms share of direct subscriptions in direct 
assistance sanctioned by IFCl declined from 6.4 per cent during 1980-81 
to 0.4 per cent during 1996-97. 
• 
(iii) Underwriting/Guarantees 
Apart from loans and direct subscriptions, IFCl also grants direct 
assistance to industries in the form of underwriting/guarantees for loans and 
I 
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deferred payments. Total amount sanctioned by IFCI by way of underwriting/ 
guarantees, since its inception i^ pto March 1997, stood at Rs. 4462.3 crores 
constituting 12.2 per cent of total direct assistance. The actual disbursements 
amounted to Rs. 1924.1 crores forming 8.5 per cent of total direct assistance 
disbursed by IFCI. In absolute term the amount of underwriting/guarantees 
increased from Rs. 13.14 crores during 1980-81 to Rs. 989.7 crores during 
1996-97, indicating and increas^ of 75.3 times over 1980-81 level. In relative 
terms, share of underwriting/guarantees indirect assistance sanctioned by IFCI 
increased from 6.4 per cent dbring 1980-81 to 14.0 per cent during 1996-
97. However, Corporation can do a great service by guaranteeing loans of 
industrial concerns and therefore, it should enlarge its activities in this 
respect further and take active part in guaranteeing loans of industrial 
concerns in future. 
(iv) Foreign Currency Loans 
Since one of the objectives of setting up of IFCI was to grant 
foreign currency loans to industrial concerns to enable them to import 
machinery and equipment from abroad, therefore, in accordance with this 
objective, IFCI has granted a! significant portion of its total assistance in the 
form of foreign currency loans to industrial concerns. Total foreign currency 
loans sanctioned by IFCI lipto March 1997, stood at Rs. 5599.5 crores 
constituting 14.1 per cent of total sanctions. Actual disbursements of foreign 
currency loans aggregated to Rs. 3342.0 crores forming 13.3 per cent of total 
disbursements by IFCI. There has been consistent increase in foreign 
currency assistance granted by IFCI. The total amount of foreign currency 
assistance sanctioned by IFCI increased from Rs. 19.65 crores during 1980-
81 to Rs. 1351.0 crores during 1996-97 indicating an increase of 68.8 times 
over 1980-81 level. Due to increase in the amount of absolute share of foreign 
currency assistance, the relative share has also increased from 9.5 per cent 
of the total assistance duriiig 1980-81 to 18.7 per cent during 1996-97. 
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(v) Others 
IFCI also sanctions assistance in different other forms such as equipment 
financing, equipment leasing, equipment procurement and suppliers'/buyers' 
credit. During 1989-90, IFCI introduced two new schemes viz. Equipment 
Credit and Buyers Credit as part of its financial services. Under the Equipment 
Credit Scheme introduced in July 1989, IFCI finances the entire cost of the 
I 
equipment purchased/ fabricated' by an existing actual user-purchasers concern. 
The cost of equipment and the interest payable are recoverable in 54 equal 
monthly instalments. Under the Buyers' Credit Scheme, introduced in July 1989, 
IFCI provides a non-revolving line of credit to actual user-purchasers of 
machinery/equipment to enable i them to acquire such equipment on deferred 
payment basis. The scheme alsb covers equipment directly fabricated by actual 
users as also imported equipment. By the end of March 1997, IFCI sanctioned 
a sum of Rs. 1301.8 crores forming 3.3 per cent of the total assistance 
sanctioned in the form of suppliers'/buyers' credit and Rs. 1252.3 crores 
constituting 3.2 per cent of the total assistance sanctioned in the form of 
equipment leasing. Actual disbursements of suppliers'/buyers' credit aggregated 
to Rs. 358.7 crores constituting 1.4 per cent of the total assistance disbursed 
by IFCI, while that of equipment leasing aggregated to Rs 587.6 crores 
forming 2.3 per cent of the total assistance disbursed by IFCI by the end 
of March 1997. 
2. Indirect Assistance 
IFCI also provides its financial assistance in the form of indirect 
assistance. Indirect assistance of IFCI mainly consists of assistance to leasing 
companies. However, the amount of indirect assistance is small in comparison 
to direct assistance. The cumulative indirect assistance sanctioned by IFCI, 
since its inception up to March 1997 stood at Rs. 645.7 crores forming only 
1.6 per cent of total assistance sanctioned by IFCI. The actual disbursements 
of indirect assistance upto March 1997, stood at Rs. 505.6 crores forming 
76 
only 2,0 per cent of the total assistance disbursed by IFCI and 78.3 per 
cent of total indirect assistance sanctioned by IFCI. In absolute terms the 
amount of indirect assistance increased from Rs. 5.6 crores during 1987-88 
to Rs. 95.0 crores during 1996*-97 indicating an increase of 16.9 times over 
1987-88 level. However, in relative terms, the share of indirect assistance in 
' I ' 
the total assistance sanctioned by IFCI increased from 0.5 per cent to 1.3 
per cent during the same p3riod. 
Performance of IFCI's Operations 
Through its various scnemes, IFCI is strengthening the institutional 
structure of industrial finance in the country. The performance of IFCI can 
be analysed on the basis of following criteria. 
(1) Sectorwise Assistance 
(2) Industrywise Assistance 
(3) Purposewise Assistance 
(4) Statewise Assistance 
(5) Assistance to Backward Areas 
1. Sectorwise Assistance 
A notable feature of the IFCI's activities to industrial enterprises 
is the sectorwise financial assistance. It provides financial assistance to 
enterprises in the ; 
(i) Co-operative Sector; 
(ii) Private Corporate Sector; 
(iii) Public Sector; and 
(iv) Joint Sector. 
Table 3.4 gives tlie details of yearwise assistance sanctioned by 
IFCI to different sectors since 1980-81 to 1996-97. 
77 
Table 3,4: Sectorwise Assistance Sanctioned by IFCI (1980-97) 
(Rs. crores) 
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(i) Assistance to Cooperative Sector \'^^^~f-'^^n^ .J. 
In accordance with the national policiesTjartd- objectives laid down 
in the successive five yean plans, IFCI has been actively participating in 
financing of industrial cooj^eratives. The first successful cooperative to be 
developed in India was a sugar cooperative which incidentaly was assisted 
by the IFCI. Since then, the number of cooperatives has increased and IFCI's 
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assistance kept pace with the increase. "These industrial cooperatives having 
direct linkages with agriculture have proved to be an effective instrument for 
rural reconstruction and develc>pment"^ . The major beneficiaries of the IFCI's 
loans to industrial cooperatives have been sugar and textiles industry. 
However, in quantitative termi importance of cooperative sector is very low 
I 
in IFCI's financial operationsj Upto March 1997, total assistance sanctioned 
to cooperative sector amounted to Rs. 1053.8 crores forming only 2.7 per 
cent of total sanctions of IFCI, Actual disbursements amounted to Rs. 765.4 
crores forming only 3.1 per cent of the total assistance disbursed by IFCI. 
Thus, IFCI's assistance to the cooperative sector is insignificant. Annual data 
shows fluctuations both in absolute as well as in relative terms over the 
years. A disappointing feature is that over the years, relative share of 
cooperative sector has declined from 13.7 per cent by March 1982 to 6.2 
I 
per cent by March 1990 and further to 2.7 per cent by March 1997. This 
is not a desirable trend because cooperatives have the potential to play very 
important role in future inidustrial development as well as reduction of 
inequality in the country. Therefore, IFCI should take special measures to 
encourage the cooperative sector by adopting a liberal financial policy for the 
projects organised on a cooperative basis. 
(ii) Assistance to Private Corporate Sector 
Private corporate sector has been the largest recipient of financial 
assistance from the IFCI. Since its inception upto March 1997, cumulative 
assistance sanctioned to the private sector aggregated to Rs. 33,896.4 crores 
forming 85.5 per cent of the total assistance sanctioned by IFCI. Actual 
I 
disbursements to private sector stood at Rs. 21,705.7 crores forming 86.5 per 
cent of total disbursements pf IFCI. Thus, more than four-fifth of the total 
assistance of IFCI has gone to the private sector. Annual data since 1980-
81 shows that there has been continuous increase in the absolute amount of 
3. Davar, D.N., "Promotional Role of IFCI", Economic Times, 26th July, 1984, p.5. 
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assistance sanctioned to the private sector except in the years 1982-83, 1991-
92, 1992-93 and 1996-97. In relative terms also, there has been continuous 
increase in the share of private sector from 63.6 per cent by the end of March 
1982 to 72.2 per cent by the eitd of March 1990 and further to 85.5 per cent 
by the end of March 1997. 
(iii) Assistance to Public Sector 
Pursuant to a Government's decision in 1970, the Corporation has 
been entertaining applications for financial assistance from public sector 
undertakings (irrespective of thfe extent of Governments shareholding in them) 
on the same basis as applicatijons from private sector concerns. Accordingly, 
public sector undertakings which were incorporated as public limited 
companies were eligible to apply the Corporation for financial assistance for 
expansion, modernisation, diveirsification or for setting up of new projects. 
With the amendment of IFCI i Act in December 1972, the Corporation can 
extend assistance also to public sector undertakings incorporated as private 
limited companies. By March 1,997, total assistance sanctioned to public sector 
projects amounted to Rs. 1965.1 crores forming 4.9 per cent of total sanctions 
of IFCI. Actual disbursments stood at Rs. 1051.3 crores forming 4.2 per cent 
of the total assistance disbursed by IFCI. Annual data shows fluctuations in 
the share of public sector assistance sanctioned by IFCI over the years. 
However, in relative terms, the share of public sector in the total assistance 
sanctioned by IFCI declined continuously from 11.8 per cent by the end 
of March 1982 to 8.3 per ctent by the end of March 1990 and further to 
4.9 per cent by the end of [March 1997. This is not a healthy trend. 
(iv) Assistance to Joint Sector 
I 
I 
IFCI, since 1969-70 had also started entertaining applications for 
financial assistance by joint sector projects promoted mostly by the State 
Industrial Development/ Investment Corporations in collaboration with 
entrepreneurs in the private sector. Joint sector has been the second largest 
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beneficiary of IFCI's assistance. By the end of March 1997, IFCI has 
sanctioned an assistance of Rs. 2767.0 crores forming 6.9 per cent of the total 
assistance sanctioned by IFCI. Actual disbursements aggregated to Rs. 1584.2 
crores forming 6.3 per cent of the total assistance disbursed by IFCI. Annual 
data shows fluctuations in the share of joint sector assistance sanctioned by 
IFCI over the years. However, the relative share of joint sector increased 
from 10.9 per cent by March 1982 to 13.3 per cent by March 1990 but 
declined to 6.9 per cent by March 1997. 
2. Industrywise Assistance 
The assistance of IFCI is spread over a wide range of industries 
I 
from basic and capital goods industries to consumer goods and services. An 
important feature of industrywfise assistance sanctioned by IFCI is that the 
major share in the assistance has gone to basic and core industries and priority 
i 
consumer goods industries such as metals and metal products, chemicals and 
chemical products, electricity generation, cement, paper, fertilisers, machinery 
manufacture, food products, textiles and services. Largest share in the total 
assistance has gone to chemicals and chemical products accounting 19.4 per 
cent followed by metals and metal products 13 per cent, textiles 10.2 per 
I 
cent, electricity generation 9.(7 per cent, electrical and electronic equipment 
6.5 per cent and services 5.3 per cent by the end of March 1997. These 
industrial groups together shared 64.1 per cent of the total assistance 
sanctioned by IFCI. The shares of other industries were, cement 5.3 per 
cent, food products 4.8 per cent, paper 3.8 per cent, fertilisers 3.5 per cent, 
machinery 3.1 per cent and others 5.3 per cent. Table 3.5 gives yearwise data 
showing assistance sanctioned to different industries during 1980-97. 
Yearwise data shovv^ s that assistance sanctioned by IFCI has widely 
varied from year to year and from industry to industry during 1980-97 leading 
to some important changes iii the industrywise pattern of assistance sanctioned 
by IFCI. For instance, shares of some industries like chemicals and chemical 
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metals and metal products and others have gone up, while shares of some other 
industries like food products, textiles, paper, cement, machinery, fertilisers and 
transport equipment have gone down during 1980-97. The share of chemicals 
and chemical products have increased from 7.1 per cent by March 1982 to 
19.4 per cent by March 1997,; while that of electricity generation from 2.9 
per cent to 9.7 per cent, services from 1.9 per cent to 5.3 per cent, electrical 
and electronic equipment from 2.1 per cent to 6.5 per cent, metals and metal 
products from 2.2 per cent to 13 per cent and others from 4.3 per cent to 
10.3 per cent during the same period. As against this, the share of food 
products has declined from 14.2 per cent by March 1982 to 4.8 per cent 
by March 1997, while that of textiles from 18.8 per cent to 10.2 per cent, 
paper from 8.6 per cent to 3,8 per cent , cement from 8.5 per cent to 5.3 
per cent, machinery from 4.6[ per cent to 3.1 per cent, fertilisers from 4.4 
per cent to 3.5 per cent and transport equipment from 2.9 per cent to 2.8 
per cent during the same period. Thus, during 1980-97 there has been changes 
in the industrywise distribution of assistance sanctioned by IFCI. Industrywise 
distribution of assistance clearly reflects that IFCI, in accordance with national 
priorities and objectives, has placed greater emphasis on non-traditional and 
growth-oriented industries which were extremely important for future rapid 
I 
industrial development of the country. 
3. Purposewise Assistance 
IFCI provides assistance for the establishment of new projects as 
well as for the expansion/diversification and modernization/renovation purposes 
to the existing projects. It also grants supplementary assistance to industrial 
concerns for various purposes. Table 3.6 gives the purposewise assistance 










Table 3.6: Purposewise Assistance Sanctioned by IFCI (upto March 1997) 
Purpose Assistance Sanctioned Percentage 
(Rs. crores) of Total 
1. New Projects 
2. Expansion/Diversificatic^n 
3. Modernisation/Renovation 
4. Supplementary Assistan'ce 
Cumulative upto March 1997 39682.3 100.0 
Source: Report on Development Banking in India, 1996-97. 
It is evident from table 3.6 that more than half (56.4 per cent) of 
IFCl's assistance has gone to the new projects, while less than half (43 6 per 
cent) of its assistance has gone to the existing projects upto March 1997. Table 
3.6 clearly reflects that IFCl is not only interested in the establishment of 
new projects but it is equally concerned for expansion, diversification, 
modernisation and renovation of existing projects so that they can successfully 
face challenges in the market. This is desirable trend as for rapid industrial 
development not only establishment of more and more new projects is essential, 
but expansion, diversification modernization and renovation of existing projects 
is also equally important. 
4. Statewise Assistance 
Statewise distribution of assistance sanctioned by IFCl shows 
considerable concentration among few States. By March 1997, Gujrat got the 
highest share of 17.2 per cent followed by Maharashtra 14.5 per cent, U.P. 
11.4 per cent, Tamil Nadu 9 per cent , Andhra Pradesh 6.9 per cent, Madhya 
Pradesh 6.7 per cent, Karnatka 5.9 per cent, Rajasthan 5.1 per cent and Punjab 
4.6 per cent. These nine States together accounted 81.4 per cent of total 
sanctions of IFCl by the end of March 1997. Of these, U.P., Andhra Pradesh, 
MP. and Rajasthan are relatively backward States, while remaining are 
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developed States. Shares of other States were, West Bengal 4.2 per cent , 
Haryana 2.8 per cent , Union Territories 2.7 per cent , Orissa 2.4 per cent, 
Himachal Pradesh 1.8 per cent, Bihar only 0.8 per cent and all other remaining 
States together 3.9 per cent in the same period. A disappointing feature 
is that six North-Eastern States have got only 0.7 per cent share in the 
total assistance sanctioned by IFCI in the same period. Table 3.7 shows annual 
assistance sanctioned by IFCI to different States/Union Territories during 
1980-97. 
Yearwise data shows that assistance sanctioned by IFCI has widely 
varied from year to year and from State to State during 1980-97 leading to 
some important changes in the Statewise pattern of assistance sanctioned by 
IFCI. An encouraging trend in the Statewise assistance of IFCI is that the 
degree of regional concentration of assistance has declined over the years, 
specially the shares of some relatively developed States have declined while 
that of backward States have increased. For example, share of Maharashtra 
fell down from 18.1 per cent by the end of March 1982 to 14.5 per cent 
by the end of March 1997, while that of Andhra Pradesh from 8.7 per cent 
to 6.9 per cent, Karnatka from 8.2 per cent to 5.9 per cent, Tamil Nadu 
from 9.8 per cent to 9 per cent and West Bengal from 6.4 per cent to 
4,2 per cent during the same period. On the other hand, shares of relatively 
backward States like U.P. increased from 10.5 per cent by the end of March 
1982 to 11.4 per cent by the end of March 1997, while that of Madhya 
Pradesh from 2.8 per cent to 6.7 per cent , Himachal Pradesh from 0.8 per 
cent to 1.8 per cent and Union Territories from 2.2 per cent to 2.7 per 
cent during the same period this is a desirable trend. But unfortunately, 
share of most backward States of Bihar decreased from 3.3 per cent to 0.8 
per cent during the same period. This is not desirable. IFCI is required to 
go into the details of specia problems being faced by individual backward 
States in their industrial development and undertake suitable measures along 
with other Government agencies and institutions to accelerate the industrial 
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Thus, despite some reduction in the degree of regional concentration 
in IFCI's assistance, still situation is not satisfactory as it continues to be 
concentrated in few States specially developed States. IFCI should further 
reduce regional concentration of assistnace by providing greater 
assistance to relatively backward States and reducing assistance to 
relatively developed States. 
5. Assistance to Backward Areas 
A notable feature of IFCI's operations is that it is increasingly taking 
interest in the industrial development of less developed and backward regions 
of the country. In recent years, attention has been focussed on the removal 
of regional imbalances in the country and the need to faster industrial growth 
in backward areas. In pursuance of Government's policy to accelerate the 
areas, the IFCI has consciously adopted a 
backward States. IFCI itself and along with 
other all-India development banks has initiated several measures to promote 
the industrialization of less developed areas. Starting of a scheme of 
concessional finance since July 1970 represents a significant contribution of 
IFCI to the encouragement of the development of backward areas. Initially, 
the finance on concessional terms from IFCI was available to only new 
projects in such areas. In January 1972, the package of concessions was 
extended to expansion projects and since 1973-74, the scheme was liberalised 
and its scope enlarged to cover all industrial projects, viz. new, expansion , 
diversification, rehabilitation irrespective of the capital cost of the projects.'* 
The Corporation, over the years, has extended sizeable financial assistance to 
industrial undertakings in the backward States. There has been significant 
increase in the flow of assistance to the backward areas by IFCI over the 
years, both in absolute as well as in relative terms. This is clearly revealed 
from the fact that upto March 1982, IFCI has sanctioned an assistance 
4, Khan, M.Y., op. cit., p. 14, 
industrialization of backward 
strategy to assist projects in 
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of Rs. 618.59 crores to the projects located in identified backward areas of 
the country accounting 42.8 per cent of the total sanctions which increased 
assistance sanctioned by IFCI 
to Rs. 18,664.4 crores by March 1997 forming 47.03 per cent of the total 
Table 3.8 shows yearwise assistance sanctioned 
to backward areas by IFCI during 1980-97. 
Table 3.8: Assistance Sanctioned to Backward Areas by IFCI (1980-97) 
Year Assistance Sanctioned 
(Rs. crores) 





















































upto March 1997 
47.03 
Source: Report on Development Banking in India, various issues. 
Table 3.8 shows that there has been continuous increase in the 
absolute amount of assistance sanctioned to backward areas except in the years 
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1992-93 and 1996-97. Though yearwise sanctions to backward areas has varied 
from year to year at different rates, but they show a steady increasing trend 
over the years. During 1980-97, assistance sanctioned by IFCI to backward 
areas has increased at an average annual growth rate of 49.6 per cent. 
A break-up of these periods shows that assistance sanctioned by IFCI to 
backward areas has increased at an average annual growth rate of 52.7 per 
cent during 1980-90 which declined to 44.6 per cent per annum during 1990-
97. Because of higher growth rate in the sanctions to backward areas, its 
relative share increased from 42.8 per cent by March 1982 to 49.0 per cent 
by March 1990 but declined to 47.03 per cent by March 1997. 
Statewise distribution of assistance sanctioned to backward 
areas shows considerable concentration among few relatively developed and 
large States like Gujrat, Madhya Pradesh, Maharashtra, U.P., Karnatka, Andhra 
Pradesh, Rajasthan and Tamil Hadu. These eight States together accounted 74.6 
per cent of the total assistance sanctioned to backward areas by IFCI upto 
March 1997. Among these, only four States, viz. Madhya Pradesh, UP. 
Andhra Pradesh and Rajasthan are relatively industrially backward which shared 
35.7 per cent of total sanctions. Largest share has gone to Gujrat accounting 
14.8 per cent of total sanctions to backward areas followed by Madhya Pradesh 
13.1 per cent, Maharashtra 11.6 per cent, UP. 10.9 per cent, Karnatka 7.0 
per cent, Andhra Pradesh 6.1 per cent, Rajasthan 5.6 per cent and Tamil Nadu 
5.5 per cent by the end of March 1997. Shares of other States were. Union 
Territories 5.5 per cent, Punjab 5.3 per cent, Himachal Pradesh 3.8 per cent 
, West Bengal 3.6 per cent, Haryana 2.1 per cent , Orissa 1.4 per cent, Assam 
1.3 per cent and Bihar 0.3 per cent. Shares of remaining States were 1.3 
per cent in the same period. 
However, we notice some significant changes in the pattern of 
Statewise distribution of assistance sanctioned to backward areas by IFCI 
during 1980-97. There has been sharp increase in the share of Madhya Pradesh 
from 4.1 per cent by March 1982 to 13.1 per cent by March 1997, Similarly, 
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the shares of other States like Gujrat increased from 7.6 per cent to 14.8 
per cent, Maharashtra from 1,1.1 per cent to 11.6 per cent, U.P. from 9.1 
per cent to 10.9 per cent, Punjab from 3.3 per cent to 5.3 per cent, Himachal 
Pradesh from 1.8 per cent to 3.8 per cent, Assam from 0.9 per cent to 
1.3 per cent and Union Territories from 1.9 per cent to 5.5 per cent during 
the same period. On the other hand, shares of some States like Karnatka, 
Andhra Pradesh, Rajasthan, Tkmil Nadu, Orissa, West Bengal, Haryana and 
Bihar fell down during the sarne period. The share of Karnatka declined from 
11.3 per cent to 7 per cent , Andhra Pradesh from 11.2 per cent to 6.1 
per cent, Rajasthan from 8.1 per cent to 5.6 per cent, Tamil Nadu from 
8.8 per cent to 5.5 per cent , Orissa from 3.2 per cent to 1.4 per cent. 
West Bengal from 7.1 per cent to 3.6 per cent, Haryana from 2.4 per cent 
to 2.1 per cent and Bihar from 2.2 per cent to 0.3 per cent during the 
same period. Unfortunately, tne share of some backward States like Bihar, 
Orissa, Andhra Pradesh and Rkjasthan has declined during 1980-97. However, 
this is not a desirable trend as it is the backward States which require greater 
financial assistance for industrial development. During 1980-97, shares of 
some developed States have also declined, such as, Karnatka, West Bengal, 
Tamil Nadu and Haryana. Thus, we can say that though some decline in the 
concentration of assistance among few States has taken place, but still 
situation is not very satisfactory. IFCI should provide greater part of its 
assistanace meant for backward areas to backward States on a priority basis 
to achieve balanced industrial development of the country. 
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CHAPTER-IV 
ICICl AND INDUSTRIAL FINANCE 
The Industrial Credit and Investment Corporation of India 
(ICICI) was established on January 5, 1955 as a public limited company 
through the initiative of the Government of India, the World Bank and the 
representatives of Indian Indiistry with the primary objective of providing 
foreign currency loans to industrial projects and promote industries in 
the private sector. After having established IFCI and also enacting the 
SFCs Act, it was felt that the institutional framework as it then existed 
was not geared to the job of carrying through a rapid industrial revolution 
through efforts of private sector. Consequently, towards the end of 1953, 
discussions were started by the representatives of the Government of India, 
the Foreign Operations Administration of the United States and the World 
Bank, regarding the possibility of establishing a privately owned investment 
Corporation in India for assisting the private industries. This was followed 
by the visit of a three man mission from the World Bank to India and 
based on its recommendations, a privately-owned and operated development 
bank in the form of ICICI came into existence. It was registered as a public 
limited company on January 5, 1955, with both Indian and foreign equity 
holdings and with loans support from the World Bank and the Government 
of India. 
ICICI is different from other financial institutions in many 
respects: 
Firstly, it is the orily privately-owned development bank having 
no participation in its share capital by Government, Central or State. Its 
j 
assistance is available to any limited liability company in the private sector. 
Secondly, the primary objective of setting up of ICICI was to 
provide foreign currency loans to industrial sectors, and 
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Finally, an important objective of ICICI was to develop 
underwriting facilities in India. 
Objectives and Functions 
ICICI has been created to encourage and assist private industrial 
investment in India. In promoting industrial investment, it does not only 
invest itself but also encourages others to invest. Accordingly, it seeks 
and encourages other financial institutions and individuals, both Indian and 
foreign, to collaborate in its investment and lending operations. 
In general, ICICI aims at assisting industrial enterprises in the 
private sector by; 
(i) assisting in the creation, expansion and modernisation of such 
enterprises; 
(ii) encouraging and promoting the participation of private capital, both 
internal and external, in ownership of industrial investment and 
expansion of investment markets, in particular by 
(a) providing finance in the form of long or medium term loans or equity 
participation; 
(b) sponsoring and underwriting new issues of securities; 
(c) guaranteeing loans from other private investment sources; 
(d) making funds available for reinvestment by revolving investments as 
rapidly as prudent; and 
(e) furnishing managerial, technical and administrative advice and 
assisting in obtaining managerial, technical and administrative 
services to industry. 
Though ICICI was supposed to cater exclusively to the 
requirements of the private sector but now its scope of operations has been 
extended to include joint Sector, public sector and cooperative sector 
projects also. Similarly, ICICI provided assistance only to limited liability 
companies in the beginning, but since 1969, it has started providing foreign 
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currency loans to proprietary and partnership concerns, either directly or 
in association with State Firiancial Corporations and banks, thus enlarging 
the area of its operations iii respect of enterprises eligible for financial 
assistance. Over the years, the pattern of holdings of ICICI's equity 
capital has also changed. At present, a very large part of its equity capital 
is held by public sector institutions such as banks, LIC, GIC and its 
subsidiaries. This is largely due to the result of subsequent nationalization 
of these institutions. UTI which was set up in 1964 also invests in 
ICICI. 
However, over the years it has diversified into a number of other 
activities and now offers various types of financial and advisory services 
either directly or through its subsidiaries. ICICI through its subsidiaries 
has entered into new areas of business such as commercial banking, asset 
management, investment banking, investor services and broking. ICICI has 
also been managing United States Agency for International Developm.ent 
(USAID) and World Bank ftinds through its various technology financing 
programmes which include Programme for Advancement of Commercial 
Technology (PACT), Programme for Acceleration of Commercial Energy 
Research (PACER), Agricultural Commercialization and Enterprise 
programme (ACE), etc. 
With a view to have a strong capital base and optimize operational 
efficiencies in the changing! business environment Shipping Credit and 
Investment Company of India Limited (SCICI) was merged with ICICI with 
effect from April 1, 1996. To meet the large investment requirements in 
the infrastructure sector in the country and the complex nature of such 
projects, ICICI set up a separate Strategic Business Division to 
exclusively focus on the sectors of power, telecom, ports, roads and 
mining. 
93 
ICICI has also formed a wholly-owned subsidiary called ICICI 
Credit Corporation Ltd. (1-CREDIT) as a non-banking finance company to 
create a country-wide retail network to enter new areas like financing of 
automobiles, consumer durables, vendor leasing and factoring services. 
Financial Resources of ICICI 
Initially, the resources of the ICICI comprised share capital 
which was supplemented by interest-free loans from the Government of 
India and an advance in foi^eign currency by the World Bank. It entered 
the foreign capital market for the first time directly in 1973 by issuing 
bonds of Swiss Francs in European capital market. It has expanded its 
rupee resources by increasing its capital base by the right issue of 
debentures to public. 
By the end of March 1997, the total resources of ICICI 
aggregated to Rs. 36,266.78 crores, of which Rs. 27.143.09 crores 
constituting 74.8 per cent of the total resources were in rupees and 
equivalent of Rs. 9123.69 crores forming 25.2 per cent of the total 
resources were in foreign currencies. Table 4.1 shows the contribution 
of different sources in the tbtal resources of ICICI by the end of March 
1981, 1990 and 1997. 
The resources of ICICI broadly consist of; 
(1) Paid-up Capital; 
(2) Reserves; and 
(3) Borrowings. 
(1) Paid-up Capital 
Initial share capital of ICICI was Rs. 5 crores subscribed by 
foreign and Indian share holders in the ratio of 30:70 Since then it has 
increased gradually over the years. By the end of March 1981 the paid-
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up capital aggregated to Rs. 24.75 crores, which increased to Rs. 91.56 
I 
crores by the end of March 19^0 and further to Rs. 550.53 crores by the 
end of March 1997. Though the absolute amount of paid-up capital has 
consistently increased during 1981-97, but in relative terms, its importance 
in the total financial resources of ICICI has declined from 3.3 per cent 
by March 1981 to 1.6 per ceht by March 1990 and further to 1.5 per 
cent by March 1997. Thus, the relative importance of share capital in 
Table 4.1 : Financial Resources of ICICI (at end March) 
(Rs. crores) 
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Total 745.26 5901.72 36266.78 





Reserves and surpluses accumulated by ICICI over the years 
has also contributed to its resources. An important feature is that both 
I 
in absolute as well as in relative, terms, importance of reserves in the total 
financial resources of ICICI has increased over the years. At the end of 
March 1981, reserves and surpluses contributed a sum of Rs. 30.12 crores 
in the total resources of ICIQI, which increased to Rs. 385.52 crores 
by March 1990 and further to Rs. 3900.21 crores by March 1997. In 
relative terms, reserves and surpluses accounted 4.0 per cent by the end 
of March 1981 which increased to 6.5 per cent by the end of March 1990 
and further to 10.8 per cent by the end of March 1997. Thus, over the 
years, ICICI has been consistently building up sizeable reserves which is 
increasingly contributing to the financial resources of ICICI. 
I 
(3) Borrowings 
Borrowings have been major source of funds to ICICI. In fact, 
more than four-fifth of the total resources of ICICI has come through 
borrowings. By the end of March 1981, ICICI collected a sum of Rs. 
646.95 crores representing 86,8 per cent of the total resources; which 
increased to Rs. 5160.59 crores forming 87.4 per cent bv the end of 
March 1990 and further to Rs. 29,393.87 crores forming 81.1 per cent 
of the total resources of ICICI by the end of March 1997. 
I ( 
Borrowings of ICICI consist of 
• 
I 
(i) Borrowings from Government of India, 
I 
(ii) Borrowings from IDBI, 
I 
(iii) Borrowings through issue of bonds and debentures, 
(iv) Borrowings through fixed deposits, and 
(v) Other loans. 
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ICICI borrows from Government of India to meet its financial 
requirements. The importance of government loans has sharply increased 
over the years. By March 1981, ICICI borrowed a sum of Rs. 5.06 crores 
accounting only 0.7 per cent of the total resources which increased to 
Rs. 112.18 crores by March 1990 forming 1.9 per cent of the total 
resources and further to Rs. 1058.21 crores forming 2.9 per cent of the 
total resources by March 1997. Thus, both in absolute as well as in relative 
terms, importance of Government loans in the total financial resources 
of ICICI has increased over the years. However, it indicates that the 
ICICI does not rely much on Government for its financial requirements. 
ICICI also borrows from IDBI. By the end of March 1981, 
ICICI's total borrowings from IDBI aggregated to Rs. 97.53 crores 
forming 13.1 per cent of the total resources which increased to Rs. 340.80 
crores forming 5.8 per cent of the total resources by the end of March 
1990, but declined to Rs. 0.48 crores forming only .001 per cent of the 
total resources by the end of March 1997. Thus, in absolute terms, share 
of IDBI in the total resources of ICICI increased during eighties, but 
declined during nineties. However, in relative terms, we notice continuous 
decline in the share of IDBI in the total resources of ICICI over the years. 
However, ICICI's dependence on IDBI has declined over the years. 
Reduction of ICICI's borrowings from Government of India and IDBI 
indicates that ICICI is capable of managing its resources through its own 
efforts and operates as an independent institution. 
The most important source of borrowings, which has acquired 
tremendous popularity in the recent years, is the issue of bonds and 
debentures to the public. There has been manifold increase in the amount 
of money raised by ICICI through issue of bonds and debetures. Total 
funds raised through bonds and debentures stood at Rs. 333.65 crores by 
the end of March 1981 forming 44.8 per cent of the total resources which 
increased to Rs. 2244.48 crores forming 38.0 per cent of the total 
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resources of ICICI by March 1990 and further to Rs. 14,391.79 crores 
forming 39.7 per cent of the total resources by the end of March 1997. 
Thus, there has been continuous increase in the share of bonds and 
debentures in absolute terms, but in relative terms, its share declined from 
44.8 per cent by March 1981 to 38.0 per cent by March 1990, but 
increased marginally to 39.7 per cent by March 1997. In fact, at present, 
it has emerged as single largest source of funds for ICICI. This is a healthy 
and desirable development and reflects increasing confidence of public in 
ICICI. 
In recent years, ICICI also received funds from the general 
public through fixed deposits 
By March 1990, a total of Rs 
fixed deposits which accounted 
which rose to Rs. 2189.00 
resources of ICICI by March 
miscellaneous sources a sum of 
but its importance has been insignificant. 
49.08 crores were raised by ICICI through 
only 0.8 per cent of the total resources 
crores forming 6.0 per cent of the total 
1997. ICICI also borrowed from other 
Rs. 2630.70 crores forming 7.3 per cent 
of the total resources of ICICI by the end of March 1997. 
Foreign Currency Resources 
As mentioned above, the World Bank has played an important 
role in the setting up of ICICI and one of its objectives was to grant 
foreign currency assistance to Indian industries, therefore. World Bank 
since its inception has been extending regular lines of credit to it. Apart 
from World Bank, ICICI is also getting foreign currency through various 
other sources like sterling loans from U.K., funds from US AID, Public 
issue of bonds abroad, etc. . The funds raised by ICICI through 
international sources in foreign currency aggregated to Rs. 210.71 crores 
forming 28.3 per cent of the total funds by the end of March 1981 which 
increased to Rs. 2082.67 crores forming 35.3 per cent of the total 
resources by March 1990 and further to Rs. 9123.69 crores constituting 
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25.2 per cent of the total funds by the 'end of March 1997. However, 
in relative terms, its share increased from 28.3 per cent by March 1981 
to 35.3 per cent by March 1990 but declined to 25.2 per cent by March 
1997. Thus, despite of decline in the relative share, still a large part 
of the requirements of ICICI is met by international sources in foreign 
currencies. 
Above discussion shows that at present mainstay of financial 
resources of ICICI are the issue of bonds and debentures to Indian 
people, foreign currency loans from international sources and reserves and 
surpluses. 
Financial Operations of ICICI 
There has been substantial increase in the financial assistance 
granted by ICICI to the industrial sector over the years. Since its 
inception upto March 1997, cumulative financial assistance sanctioned by 
ICICI aggregated to Rs. 89,988.4 crores representing 24.4 per cent of 
the total assistance sanctioned by AFIs together. The actual cumulative 
assistance disbursed by ICICI amounted to Rs. 53,746.7 crores 
constituting 21.3 per cent of the total assistance disbursed by AFIs and 
59.7 per cent of the total sanctions of ICICI upto March 1997. In fact, 
ICICI is the second largest source of term-finance to the industrial sector 
only next to IDBI. Table 4.2 shows the annual assistance sanctioned and 
disbursed by ICICI during 1980-97. 
Table 4.2 shows that there has been substantial increase in the 
assistance sanctioned by ICICI during 1980-97. Total assistance sanctioned 
by ICICI during 1980-81 was Rs. 314.1 crores which increased to Rs. 
2850.6 crores during 1989^90 and further to Rs. 14,313.1 crores during 
1996-97. Table clearly shows that assistance sanctioned by ICICI has 
continuously increased during 1980-97 except in the years 1981-82 and 
1996-97. Though yearwise assistance sanctioned by ICICI has not 
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increased at a uniform rate, but w^ find steadily increasing trend over the 
years. During 1980-97, assistance sanctioned by ICICI has increased at 
an average annual growth rate of 30.7 per cent which is higher than the 
average growth rate of 20.7 per cent per annum recorded in the assistance 
sanctioned by AFIs during the same period. A break-up of these periods 
shows that assistance sanctioned by ICICI has increased at an average 
annual growth rate of 31.9 per cent during 1980-90 which declined to 28.4 
per cent per annum during 1990-97. 
Table 4.2: Assistance Sanctioned and Disbursed by ICICI (1980-97) 









































Source: Report on Development Banking in India, 1996-97. 
*- includes erstwhile SCICI. 
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Like sanctions, assistance disbursed by ICICI has also increased 
substantially over the years. Total assistance disbursed by ICICI during 
1980-81 was Rs. 185.3 crores which increased to Rs. 1357.1 crores during 
1989-90 and further to Rs. 11,180.9 crores during 1996-97. Table clearly 
shows that assistance disbursed by ICICI continuously increased during 
1980-97, Though yearwise assistance disbursed by ICICI has not increased 
at a uniform rate, but we find steadily increasing trend over the years. 
During 1980-97, assistance disbursed by ICICI increased at an average 
annual growth rate of 29.8 per cent which is less than average growth 
rate of sanctions (30.7 per cent). It is not a healthy trend. For rapid 
industrial development of the country it is essential that disbursements of 
assistance should also increase at a rapid rate. A break-up of these 
periods shows that assistance 
average annual growth rate 
disbursed by ICICI has increased at an 
of 26.6 per cent during 1980-90 which 
increased to 36.4 per cent per annum during 1990-97. It is a desirable 
development. 
Because of high rate of growth, the annual average of assistance 
sanctioned and disbursed by ICICI has also increased during 1980-97 
which is evident from table 4.3. 















Source; Report on Development Banking in India, 1996-97. 
Table 4.3 clearly 
sanctioned and disbursed by 
reflects that annual average of assistance 
ICICI has fluctuated during 1980-97. Annual 
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average of assistance sanctioned by ICICI increased from 26.3 per cent 
during 1980-85 to 37.4 per cent during 1985-90, but declined to 28.4 per 
cent during 1990-97. Likewise, annual average of assistance disbursed by 
ICICI increased from 24.4 per cent during 1980-85 to 28.7 per cent during 
1985-90 and further to 36.4 per cent during 1990-97. 
Composition of Assistance 
ICICI grants assistance to industrial concerns in different forms 
like rupee loans, foreign currency loans, underwriting and direct 
subscriptions and guarantees. In the latter half of eighties, ICICI has 
also granted some assistance in the form of deferred credit, leasing 
assistance, instalment sale assistance, asset credit and venture capital 
assistance, indicating a broadening in the activities of ICICI. Thus, 
ICICI's financial assistance consists of; 
(i) Foreign Currency Loans, 
(ii) Rupee Loans, 
(iii) UnderwriHng and Direct Subscriptions, 
(iv) Guarantees, and 
(v) Others. 
(i) Foreign Currency Loans 
Since one of the objectives of the setting up of ICICI was to 
grant foreign currency loans to industrial concerns to enable them to import 
machinery and equipment from abroad, therefore, in accordance with this 
objective, ICICI has granted a significant proportion of its total assistance 
in the form of foreign currency loans to industrial concerns. Total foreign 
currency loans sanctioned by ICICI upto March 1997 stood at Rs. 
22,540.6 crores constituting 25.2 per cent of total sanctions. Actual 
disbursements of foreign currency loans aggregated to Rs. 16,518.0 crores 
forming 30.7 per cent of total disbuisements of ICICI upto March 1997. 
ICICI did not sanction any foreign currency loans during first three years 
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of its operations i.e. 1955-57. With a modest beginning in 1958, there has 
been consistent rise in foreign currency assistance granted by ICICI. Over 
the years , we find a consis tent increasing trend in the annual 
average amount of foreign currency loans sanct ioned by ICICI as 
shown in table 4.4. 
Table 4.4: Foreign Currency Loans Sanctioned by ICICI (1980-97) 
Period Annual Average Percentage of Total 
(Rs. crores) Sanctions 
1980-85 138.15 32.3 
1985-90 397.30 24.5 
1990-97 1588.20 14.6 
Source: Computed from Report on Development Banking in India, various issues. 
Table 4.4 clearly reflects that annual average of foreign currency 
loans sanctioned by ICICI has continuously increased from Rs. 138.15 
crores during 1980-85 to Rs. 1588.2 crores during 1990-97 indicating an 
increase of 11.4 times. However, in relative terms, the share of foreign 
currency loans has declined during 1980-97. The share of foreign currency 
loans declined from 32.3 per cent during 1980-85 to 14.6 per cent during 
1990-97. The decline in the share of foreign currency loans is the 
cumulative result of recessionary state of economy, better availability of 
foreign currency credit with the Government of India and more importantly 
efforts by ICICI's clients to purchase indigeneous, instead of foreign 
capital equipment and machinery'. 
(ii) Rupee Loans 
ICICI also provides rupee loans to industrial enterprises in the 
country. Cumulative upto March 1997, the total rupee loans sanctioned 
1. Khan, M.Y., op.cit., p. 159. 
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by ICICI aggregated to Rs. 32,389.0 crores constituting 35.9 per cent 
of its total sanctions, against whicii actual disbursements of rupee loans 
stood at Rs. 19,853.0 crores representing 36.9 per cent of total 
disbursements. There has been manifold increase in the absolute amount 
of rupee loans during 1980-97. For instance, rupee loans sanctioned by 
ICICI was Rs. 177.57 crores during 1980-81 which increased to Rs. 
1065.24 crores during 1989-90 and further to Rs. 5770.1 crores during 
1996-97 indicating an increase of 32.5 times over 1980-81 level. Yearwise 
data since 1980-81 indicates that there has been continuous increase in 
rupee loans sanctioned by ICICI during 1980-97 except in the years 1981-
82, 1985-86 and 1996-97 leading to a consistent increase in the annual 
average of rupee loans during 1980-97 as shown in the table 4.5. 
Table 4.5: Rupee Loans Sanctioned by ICICI (1980-97) 
Period Annual Average Percentage of Total 
(Rs. crores) Sanctions 
1980-85 245.38 57.4 
1985-90 681.05 42.0 
1990-97 3759.83 37.1 
Source: Computed from Report on Development Banking in India, various issues. 
Table 4.5 clearly reflects that there has been consistent increase 
in the annual average of rupee loans sanctioned by ICICI during 1980-
97. Rupee loans sanctioned by ICICI averaged Rs. 245.38 crores during 
1980-85 which rose to an average of Rs. 3759.83 crores during 1990-97, 
representing an increase of 15.3 times. Increase in the rupee loans 
operations of ICICI indicates rapid growth in the domestic capital goods 
sector and consequent indigenisations in the supply of capital goods^ 
Hov/evei, in relative terms, the share of rupee loans has declined over the 
2. Khan, M.Y., op.ci t . , p. 16. 
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years. The share of rupee loans declined from 57.4 per cent during 1980-
85 to 37.1 per cent during 1990-97. The decline in the relative share of 
rupee loans during 1980-97 has 
assistance like deferred credit 
been basically due to the new forms of 
leasing assistance, instalment sale, asset 
credit and venture capital assistance, initiated by ICICI in the latter half 
of eighties. Thus, on the one hand, the composition of financial assistance 
of ICICI has undergone a notable change in favour of rupee loans, and 
on the other hand, its activities broadened with the initiation of many new 
forms of assistance. 
(iii) Underwriting and Direct Subscriptions 
Before setting up of ICICI , there was practically no institutional 
arrangement of underv/rite corporate issues on a regular basis. Therefore, 
one of the objectives of ICICI was to provide underwriting facilities in 
the economy. Consistent with this objective, special emphasis has been laid 
from the very beginning by ICICI on underwriting of capital issues. During 
initial years, underwriting of new issues was a major area of operations 
of ICICI. Apart from underwriting of capital issues, ICICI also directly 
subscribes to the shares and debentures of industrial concerns. For 
obviating the expenses of making small public issues for projects promoted 
by new entrepreneurs, it has been following a policy of direct subscriptions 
to shares instead of underwriting. 
Cumulative assistarlce sanctioned by way of underwriting and 
direct subscriptions upto March 1997, aggregated to Rs. 12,227.5 crores 
constituting 13.6 per cent of total sanctions of ICICI,. while actual 
assistance disbursed by ICICI stood at Rs. 6594.2 crores representing 12.3 
per cent of total disbursements and 53.9 per cent of total sanctions of 
ICICI. Thus, in quantitative terms, underwriting and direct subscriptions 
by ICICI have been of limited magnitude. An analysis of sanctions for 








and have been particularly high in the years when capital market has not 
been very responsive. ICICI has emerged as the most important institution 
with regards to underwriting of capital issues. It has occupied the first 
place as institutional underwriter of capital issues. Annual average of 
sanctions by way of underwriting and direct subscription by ICICI during 
1980-97 is given in table 4.6. 
Table 4.6: Underwriting and Direct Subscription Sanctioned by ICICI (1980-97) 
Period Annual Average Percentage of Total 




Source : Computed from Report on Development Banking in India, various issues. 
The above table clearly shows that annual average of assistance 
sanctioned by ICICI in the form of underwriting and direct subscriptions 
has steadily increased during 1980-97. Annual average of sanctions 
increased from Rs. 29.30 crores during 1980-85 to Rs. 1627.46 crores 
during 1990-97 indicating an increase of 55.5 times. However, in relative 
terms, the share of underwriting and direct subscription increased 
continuously from 6.9 per cent during 1980-85 to 7.2 per cent during 
1985-90 and further to 15.2 per cent during 1990-97. Thus, during 1980-
97, there has been significant increase in the absolute amount of sanctions 
in the form of underwriting and direct subscriptions leading to large 
improvement in its relative share. This is a healthy development and should 
be continued, 
A disappointing feature is that 53.9 per cent of total sanctions 
of underwriting and direct subscription were actually disbursed. Another 
feature is that ICICI's underwriting operations are selective and less 
pervasive. For instance, ICICI has preferred to underwrite fixed interest 
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securities and issues of old and established companies. In addition, its 
underwriting is almost confined only to large issues. The selective nature 
of IClCl's underwriting operations is also reflected in the massive 
concentration in the issues of the companies in developed States of the 
country like Maharashtra, West Bengal, Tamil Nadu, Karnatka and Gujarat 
and almost complete neglect of relatively less developed States. Likewise, 
total underwriting of ICICI is restricted to only few industries, namely 
Engineering, Chemicals and Fertilisers, Textiles, Electricity, Cement, Paper 
and Rubber, etc. . Finally, underwriting practice of ICICI is characterized 
by substantial magnitude in 'Group Issues' i.e, issues by companies 
belonging to the leading business groups identified by the Dutt Committee. 
Thus, iCICI's underwriting is highly of selective and conservative in 
character\ 
(iv) Guarantees 
ICICI also grants assistance by guaranteeing loans raised from 
other private investment sources, which it started in 1973. But in 
quantitative terms, it is not an important form of financing by ICICI. By 
March 1997, total assistance sanctioned by ICICI in the form of guarantees 
aggregated to Rs. 7460.1 crores forming only 8.3 per cent of total 
sanctions. Actual disbursements stood at Rs. 275.1 crores representing only 
0.5 per cent of the total assistance disbursed by ICICI. Thus, ICICI's 
guarantee assistance is negligible which is not desirable. 
(v) Others 
In the latter half of the eighties, ICICI has also sanctioned 
assistance in different other forms such as deferred credit, leasing 
assistance, instalment sale assistance, asset credit and venture capital 
assistance. Deferred credit and leasing assistance was started by ICICI 
3. Khan, M.Y., op.cit., p. 162. 
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during 1985-86. Upto March 1997,IC1CI has sanctioned an assistance of 
Rs 4540.5 crores and Rs. 4957.9 crores, constituting 5.0 per cent and 
5.5 per cent of total sanctions in the form of deferred credit and leasing 
assistance respectively. Investment sale assistance has been initiated during 
1988-89 and by the end of March 1997, a sum of Rs. 59.9 crores was 
sanctioned by ICICI forming 0.07 per cent of the total sanctions. Venture 
capital assistance was started by ICICI during 1986-87 and continued 
upto 30th June 1988 only. Since July 1, 1988, this scheme has been taken 
over by the Technology Development and Information Company of India 
Ltd. (TDICI). Asset credit has been started by ICICI in 1989-90 and 
by the end of March 1997, a sum of Rs. 2146.0 crores was sanctioned 
by ICICI forming 2.4 per cent of the total sanctions. By March 1997, 
total assistance sanctioned by ICICI in the form of deferred credit, leasing 
assistance, instalment sale assistance and asset credit was Rs. 11,704.3 
crores forming 13 per cent of total sanctions. Thus, in the latter half 
of eighties, ICICI has considerably widened the sphere of its financial 
operations. This is a healthy development. 
Performance of ICICI's Operations 
The performance of ICICI's operations can be analysed on the 
basis of same criteria as follows: 
(1) Sectorwise Assistance 
(2) Industrywise Assistance 
(3) Purposewise Assistance 
(4) Statewise Assistance 
(5) Assistance to Backward Areas. 
1. Sectorwise Assistance 
Primary objective of ICICI was to meet exclusively the financial 
requirements of the industrial enterprises in the private sector. But over 
the years, its area of operations has been extended to include projects in 
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the joint, public and cooperative sectors also. This is partly the result of 
rapid changes in the pattern of shareholding and management of industrial 
enterprises. The emergence of an active joint sector and increasing role 
played by the State Industrial Development Corporations and/or State 
Industrial Investment Corporations in promoting projects with or without 
private sector patterns are some of the major factors which led to the 
widening of the horizon of its operations and ICICI initiated providing 
funds to joint/public sector projects on a selective basis. Since 1974 
cooperative sector also started getting assistance from ICICI. Thus, at 
present, ICICI's assistance is spread over the industrial enterprises in 
public, joint, cooperative and private sectors. Table 4.7 gives the details 
of yearwise assistance sanctioned by ICICI to different sectors during 
1980-97. 
(i) Assistance to Private Sector 
Private sector has been the largest beneficiary of ICICI's 
assistance. Since its inception upto March 1997, cumulative assistance 
sanctioned to the private sector aggregated to Rs. 76,743.8 crores forming 
85.3 per cent of the total assistance sanctioned by ICICI. Actual 
disbursements to private sector stood at Rs. 47,979.9 crores forming 89.3 
per cent of total disbursements and 62.5 per cent of total sanctions upto 
March 1997. Thus, a large portion of the total assistance of ICICI has 
gone to the private sector, since its primary objective was to meet the 
financial requirements of the private sector enterprises. Annual data since 
1980-81 shows that there Kas been continuous increase in the absolute 
amount of assistance sanctioned to the private sector except in the year 
1981-82 when assistance has declined by 13.1 per cent over 1980-81 level. 
In relative terms, there has been marginal decrease in the share of private 
sector from 87.5 per cent by the end of March 1982 to 86.2 per cent 
by the end of March 1990 and further to 85.3 per cent by the end of 
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March 1997. This has been due' to increasing assistance granted to the joint 
and cooperative sectors during these periods. 



















































































































Cumulative7860.00 3919.00 1465.60 
upto March 1997* 
76743.80 89988.40 
Source: Report on Development Banking in India, various issues. 
*- Includes erstwhile SCICI. 
(ii) Assistance to Public Sector 
I 
Public sector has been the second largest beneficiary of ICICI's 
assistance. By March 1997;, total assistance sanctioned to public sector 
no 
projects aggregated to Rs. 7860.0 crores constituting 8.7 per cent of total 
sanctions. Actual disbursements stood at Rs. 3028.6 crores forming 56.3 
per cent of the total assistance disbursed and 38.5 per cent of the total 
assistance sanctioned by ICIGI. Annual data since 1980-81 shows that 
the share of public sector has been fluctuated over the years. However, 
in relative terms, the share of public sector in the total assistance 
sanctioned by ICICI declined from 2.3 per cent by the end of March 
1982 to 1.7 per cent by the end of March 1990 but increased substantially 
to 8.7 per cent by the end of March 1997. However, a very low share 
of public sector is basically due to the fact that ICICI, being only privately 
owned development bank in the country, is primarily interested in financing 
industrial concerns in the private sector. 
(iii) Assistance to Joint Sector 
By the end of Marc^ 1997, ICICI has sanctioned an assistance 
of Rs. 3919.0 crores forming 4.4 per cent of total sanctions, against which 
actual disbursements amounted to Rs. 1948.5 crores forming 36.3 per cent 
of total disbursements and 4S>.7 per cent of total sanctions. Annual data 
shows fluctuations in the share of joint sector assistance sanctioned by 
ICICI over the years. Due to higher rate of growth in sanctions of the 
joint sector, its relative sharfe has increased from 7.8 per cent by March 
1982 to 10.7 per cent by March 1990, but declined to 4.4 per cent 
by March 1997. Thus, during eighties joint sector has received greater 
attention from ICICI but its share declined during nineties. 
(iv) Assistance to Cooperative Sector 
Cooperative sectoi; started getting assistance from ICICI since 
1974. However, in quantitative terms, importance of cooperative sector is 
very low in ICICFs financial operations. Upto March 1997, total 
assistance sanctioned to cooperative sector amounted to Rs. 1465.6 crores 
I 
forming 1.6 per cent of total sanctions of ICICI. Actual disbursements 
I l l 
aggregated to Rs. 789.7 crores forming 1.5 per cent of total disbursements 
and 53.9 per cent of total sanctions by ICICI. Annual data shows 
fluctuations in the share of pooperative sector assistance sanctioned by 
ICICI over the years. However, the relative share of cooperative sector 
declined continuously from 3.8 per cent by the end of March 1982 to 
3.2 per cent by March 1990 and further to 1.6 per cent by March 1997. 
Thus, ICICI's assistance to the cooperative sector is very low due to the 
fact that the ICICI, being only privately owned development bank in the 
country, is primarily interested in financing industrial concerns in the 
private sector. 
2. Industrywise Assistance 
The assistance of ICICI is spread over a wide range of industries 
from basic and capital goods industries to consumer goods and services. 
An important feature of industrywise assistance sanctioned by ICICI is 
that the major share of the assistance has gone to non-traditional and 
growth-oriented industries like chemicals and chemical products, machinery 
including electrical machinery, transport equipment, metals and metal 
products, cement and electricity generation. These industries together 
accounted more than two third of the total assistance sanctioned by ICICI 
by March 1997. Largest share in the total assistance has gone to chemicals 
and chemical products accounting 16.8 per cent followed by services 12.2 
per cent, textiles 8.5 per cent, electricity generation 8.3 per cent, 
electrical and electronic equipment 7.7 per cent, metal products 7.2 per 
cent, transport equipment 5.6 per cent and machinery 4.8 per cent by 
the end of March 1997. These eight industries together shared 71.1 per 
cent of the total sanctions by March 1997. This result is on expected lines 
because ICICI being an institution which provides a major share of its 
assistance in foreign currency would naturally have a pattern of distribution 
I 
of assistance in favour of industries which would require greater amount 
I 
of foreign currency. The shares of other industries were, basic metals 3.9 
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per cent, cement 3.7 per ceiit, food products 3.1 per cent, fertilisers 
2.9 per cent, paper 2.1 per cent, rubber 0.9 per cent and others 12.3 
per cent. Table 4.8 gives yearwise data showing assistance sanctioned to 
different industries by ICICI during 1980-97. 
Yearwise data shows that assistance sanctioned by ICICI has 
widely varied from year to year and from industry to industry leading 
to some important changes in the industrywise pattern of assistance 
sanctioned by ICICI. For instance, shares of some industries like chemicals 
and chemical products, electrical and electronic equipment, electricity 
generation, fertilisers, services, metal products and others have gone up, 
while shares of some other industries like machinery, basic metals, textiles, 
paper, rubber, food products, transport equipment and cement have gone 
down over the years. The share of chemicals and chemical products has 
increased from 16.4 per cent by March 1982 to 16.8 per cent by March 
1997, while that of services increased from 3.1 per cent to 12.1 per cent, 
electricity generation from 2.1 per cent to 8.3 per cent, fertilisers from 
2.7 per cent to 2.9 per cent, metal products from 2.5 per cent to 7.2 
per cent, electrical and electronic equipment from 5.6 per cent to 7.7 
I 
per cent and others from 6.2 per cent to 12.1 per cent during the same 
period. As against this, the shares of machinery declined from 12.7 per 
cent to 4.8 per cent and basic metals from 9.9 per cent to 3.9 per cent 
during the same period. The decline in the shares of these two industrial 
groups may be due to the decline in the foreign currency operations of 
ICICI. Other industries whose shares have declined were, paper from 6.6 
per cent to 2.1 per cent>( rubber, from 2.6 per cent to 0.9 per cent, 
food products from 4.6 per cent to 3.1 per cent, textiles from 12.7 per 
cent to 8.5 per cent,- ceinent from 5.9 per cent to 3.7 per cent and 
transport equipment from 6.5 per cent to 5.6 per cent during the same 
) 
period. Thus, during 1980-97 there has been changes in the industrywise 
distribution of assistance sanctioned by ICICI. Industrywise distribution of 
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assistance clearly reflects that IClCl, in accordance with national priorities 
and objectives, has placed greater emphasis on non-traditional and growth-
oriented industries which were extremely important for future rapid 
industrial development of the country, 
3. Purposewise Assistance 
ICICl provides assistance for the establishment of new projects 
as well as for the expansion/diversification and modernization/renovation 
purposes to the existing projects. It also grants supplementary assistance 
to industrial concerns for varidus purposes. Table 4.9 gives the purposewise 
assistance sanctioned by ICICI upto March 1997. 
Table 4.9: Purposewise Assistance Sanctioned by ICICI (upto March 1997) 
Purpose Assistance Sanctioned Percentage 
(Rs. crores) of Total 
1. New Projects 14443.46 20.7 
II Expansion/Diversification 21974.24 31.5 
III Modernisation/Renovation 16873.18 24.2 
IV Supplementary Assistance 16421.55 23.6 
Cumulative upto March 1997 69712.43 100.0 
Source: Report on Development Banking in India, various issues. 
i 
Table 4.9 clearly reflects that ICICI is not only interested in 
the establishment of new projects but it is equally concerned for expansion, 
diversification, modernisation and renovation of existing projects so that 
they can successfully face challenges in the market. It is evident from 
table 4.9 that 20.7 per cent of ICICI's assistance has gone to the new 
projects, while 79.3 per cent of its assistance has gone to the existing 
projects during 1980-97. This is a desirable trend as for rapid industrial 
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development not only establishment of more and more new projects is 
essential, but expansion, diversification and modernisation of existing 
projects is also equally important. 
4. Statewise Assistance 
Statewise distribution of assistance sanctioned by ICICI shows 
considerable concentration among few States. By March 1997, Maharashtra 
got the highest share of 28.3 per cent followed by Gujrat 16.9 per 
cent, Tamil Nadu 11.1 per cent, Karnatka 8.2 per cent, Andhra Pradesh 
5.9 per cent, U.P. 5.5 per cent. West Bengal 4.3 per cent and Madhya 
Pradesh 3.9 per cent . These eight States together accounted 84.2 per 
cent of total sanctions of ICICI by March 1997. Of these Andhra Pradesh, 
UP. and Madhya Pradesh are relatively backward States, while remaining 
are relatively developed States. Shares of other States were Rajasthan 3.8 
per cent, Delhi 2.6 per cent, Haryana 1.8 per cent, Orissa 1.4 per cent, 
Bihar 1.3 per cent. Union Territories 0.9 per cent, Kerala and Himachal 
Pradesh 0.7 per cent each, ^ammu and Kashmir only 0.2 per cent and 
all other remaining States together 2.4 per cent . A disappointing feature 
is that six North-Eastern States have got only 0.7 per cent share in the 
total assistance sanctioned by ICICI. Table 4.10 shows annual assistance 
sanctioned by ICICI to different States/Union Territories during 1980-97. 
An encouraging tre^d in the Statewise assistance of ICICI is that 
the degree of regional concentration of assistance has declined over the 
years, specially the shares of relatively developed States haye decreased 
while that of backward States have increased. For example, share of 
Maharashtra fell down front 29.4 per cent by March 1982 to 28.3 per 
cent by March 1997, West Bengal from 6.0 per cent to 4.3 per cent, 
Haryana from 2.4 per cent to 1.8 per cent, Punjab from 2.4 per cent to 
1.2 per cent and Kerala from 1.7 per cent to 0.7 per cent during the 
same period. On the other hand, shares of relatively backward States like 
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Andhra Pradesh increased from 5.8 per cent to 5.9 per cent, M.P. from 
2.7 per cent to 3.9 per cent, Assam from 0.4 per cent to 0.7 per cent, 
Himachal Pradesh from 0.4 per cent to 0.7 per cent and Jammu and 
Kashmir from 0.02 per cent to 0.2 per cent during the same period. This 
is a desirable trend. But share of most backward States of Bihar declined 
from 4.5 per cent to 1.3 per cent, and that of U.P. from 6.1 per cent 
to 5.5 per cent during the same period. This is not a desirable trend. 
Thus, despite some reduction in the degree of regional 
concentration in ICICFs assistance still situation is not satisfactory as 
I 
it continues to be concentrated in few States specially developed States. 
ICICI should further reduce regional concentration of assistance by 
providing greater assistance to relatively backward States and reducing 
• 
assistance to relatively developed States. 
5. Assistance to Backward Areas 
A notable feature of ICICI's operations is that it is increasingly 
j 
taking interest in the industrial development of less developed and 
backward regions of the country specially since 1970. It participates in 
the coordinated efforts of all India Development Banks in the promotion 
i 
of balanced industrial develppment of the country. The contribution of 
ICICI to the growth of backward areas has many dimensions. One aspect 
of its efforts to achieve this objective is that it is on its own as well as 
jointly with other financial institutions, has initiated and financed State 
level techno-economic survey, feasibility studies for viable projects, 
supporting training programmes for potential entrepreneurs and organised 
inter-institutional groups to undertake various developmental activities at 
the State level. These activities have been intensified since 1972. 
Secondly, to promote industrial development of backward areas, 
ICICI has participated in the setting up of Technical Consultancy 
Organisations (TCOs) in many States. It has contributed to their share 
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capital. Their main functions are to provide technical and financial guidance 
to both existing and prospective entrepreneurs during various phases of 
the project, including identification, formulation, implementation and 
operations and also to deal with the rehabilitation of sick units. 
Thirdly, ICICI directly provides finances on concessional terms 
to the projects located in identified backward areas of the country since 
1970 on the lines of IFCI and IDBI. There has been significant increase 
in the flow of assistance to the backward areas by ICICI during 1980-
97. This is clearly revealed from the fact that by the end of March 1982, 
ICICI has sanctioned an assistance of Rs. 605.55 crores forming 31.7 per 
cent of total sanctions which increased to Rs. 4457.9 crores forming 
43.6 per cent by the end of March 1990 and further to Rs. 22,871.9 crores 
forming 25.4 per cent by the end of March 1997. Table 4.11 shows 
the yearwise assistance sanctioned to backward areas by ICICI 
during 1980-97. 
Table 4.11 shows that there has been continuous increase in the 
absolute amount of assistance sanctioned to backward areas by ICICI 
except in the years 1987-88, 1989-90 and 1996-97. Though yearwise 
sanctions to backward areas has varied from year to year at different rates, 
but they show a steady increasing trend over the years. During 1980-97, 
assistance sanctioned by ICICI to backward areas has increased at an 
average annual growth rate of 41.6 per cent. A break-up of these periods 
shows that assistance sanctioned by ICICI to backward areas has increased 
at an average annual growth rate of 48.6 per cent during 1980-90 which 
declined to 29.8 per cent per annum during 1990-97. Because of higher 
growth rate in the sanctions to backward areas, its relative share increased 
from 31.7 per cent by March 1982 to 43.6 per cent by March 1990 but 
declined substantially to 25.4 per cent by March 1997. 
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Table 4.11: Assistance Sanctioned to Backward Areas by ICICI (1980-97) 
Year Assistance Sanctioned Percentage of 



















Source: Report on Development Banking in India, various issues. 
Statewise distribution of assistance sanctioned to backward areas 
shows considerable concentration among few relatively developed and large 
States like Maharashtra, Gujrat, U.P., Tamil Nadu, Karnatka, Andhra 
Pradesh, M.P., Rajasthan and West Bengal. These nine States together 
accounted 82.5 per cent of the total assistance sanctioned by ICICI upto 
March 1997. Among these only four States namely, U.P., Andhra Pradesh, 
M.P. and Rajasthan are relatively industrially backward which shared 28.0 







































accounting 17.2 per cent of total sanctions to backward areas followed 
by Gujrat 14.6 per cent, U.P. 10.2 per cent, Tamil Nadu 8.8 per cent, 
Karnatka 8.7 per cent, M.P. 6.2 per cent, Andhra Pradesh and Rajasthan 
'3.4 per cent each and West Bengal 5.2 per cent by the end of March 1997. 
The shares of other States were. Union Territories 3.3 per cent, Punjab 
3.2 per cent, Assam 2.8 per cent, Himachal Pradesh 2.6 per cent, Goa 
2.3 per cent, Orissa 1.6 per cent and Haryana 0.9 per cent. Shares of 
remaining States were only 0.8 per cent. 
However, we notice some significant changes in the pattern of 
Statewise distribution of assistance sanctioned to backward areas by ICICI 
during 1980-97. There has bpen sharp increase in the share of U.P. from 
4.8 per cent by March 1982 to iO.2 per cent by March 1997. Similarly, 
the shares of other States like Assam increased from 1.1 per cent to 2.8 
per cent, Gujrat from 9.3 per cent to 14.6 per cent, Himachal Pradesh 
from 1.1 per cent to 2.6 per cent, Madhya Pradesh from 3.9 per cent 
to 6.2 per cent, Maharashtra from 16.1 per cent to 17.2 per cent and 
Tamil Nadu from 8.7 per cent to 8.8 per cent during the same period. 
At the same time, shares of some States like Andhra Pradesh declined from 
10.7 per cent by March 1982 to 6.2 per cent by March 1997, Haryana 
from 1.4 per cent to 0.9 per cent, Karnatka from 12.5 per cent to 8.7 
per cent , Orissa from 3.1 per cent to 1.6 per cent, Punjab from 4.2 per 
cent to 3.2 per cent, Rajasthan from 7.3 per cent to 5.4 per cent. West 
Bengal from 7.6 per cent to 5.2 per cent and Union Territories from 
4.8 per cent to 3.3 per cent during the same period. Unfortunately, the 
shares of some backward States like Bihar, Andhra Pradesh, Meghalaya, 
Orissa and Rajasthan have declined over the years. This is not a desirable 
trend as it is the backward States which require greater financial assistance 
for industrial development. However, shares of some developed States have 
also declined over the years. For instance, the share of Karnatka fell from 
12.5 per cent to 8.7 ,per cent, West Bengal from 7.6 per cent to 5.2 
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per cent and Punjab from 4.2 per cent to 3.2 per cent during the same 
period.. Thus, we can say that though some decline in concentratioin of 
assistance among few States has taken place, but still situation is not 
very much satisfactory. ICICI should provide greater part of its assistance 
meant for backward areas to backward States on a priority basis to achieve 
balanced industrial development of the country. 
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CHAPTER-V 
IDBI AND INDUSTRIAL FINANCE 
The Industrial Development Bank of India (IDBI) was established 
on July 1, 1964 under an Act of Parliament as the principal financial 
institution for industrial development in the country. IDBI caters to the 
growing and diverse needs of medium and large scale industries. Prior to 
the setting up of the IDBI, fairly wide network of financial institutions 
have emerged in India as a result of deliberate and purposive efforts made 
by Government and RBI after Independence. Though these institutions 
have served with air degree of success to meet the growing requirements 
of the expanding industrial sector, but they did not adequately meet the 
requirements of long-term finance and of rendering promotional services 
to the industry. Statutory obligations and the traditions of these financial 
institutions were serious constraints in this regard. Moreover, their 
overlapping services created confusion in the minds of borrowers and there 
was no effective mechanism to coordinate and integrate the functioning 
of the diverse institutions in the field. Thus, there was the need for "a 
coordinating machinery which could establish working relationship with 
other financial institutions, adapted to the changing needs of emerging 
industrial structure with its growing complexity of inter- relationships. 
Further, a central development institution was essential to provide dynamic 
leadership in the task of promoting a widely diffused and diversified yet 
viable process of industrialisation"' It was against this background that 
IDBI was established as the principal financial institution for industrial 
finance in the country. It is functioning as an apex institution coordinating 
and supplementing the operations of financial institutions providing long-
term finance to industry and as an agency of giving direct financial 
assistance to fill in the gaps. IDBI was established as a wholly-owned 
1. Batt, V.V., "A Decade of Performance of Industrial Development Bank 
of India", Commerce, Annual Number, 1974. 
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subsidiary of RBI, but in February 1976 was made an autonomous 
institution and its ownership passed on from the RBI to the Government 
of India. 
Functions of IDBI 
IDBI is empowered to undertake considerably broader range of 
functions as compared with other financial institutions. IDBI Act permits 
full operational flexibility and freedom to meet any problem related to 
industrial development in general and industrial finance in particular. This 
covers all kinds of industrial organizations, both in the public and private 
sectors and there is no upper and lower limit with regard to the amount 
of assistance or the size of the project with which it can finance. There 
is no restrictive provisions in the IDBI Act regarding the nature and 
type of security to be obtained. 
Broadly, the functions of IDBI can be classified into two 
categories: 
(1) Financial functions; and 
(2) Promotional and coordinating functions. 
Financial operations of IDBI can be further subdivided into two 
groups: 
(i) Indirect finance i.e., those through other financial institutions,and 
(ii) Direct finance i.e, those relating to provision of direct assistance to 
industrial concerns either on its own or in participation with other financial 
institutions. 
Indirect finance covers such activities as refinancing of term-
loans granted by other institutions subscribing to their shares and bonds 
and guaranteeing their underwriting oblieations. IDBFs assistance to other 
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institutions also includes its rediscounting schemes. IDBI can refinance 
term-loans to industrial concerns repayable within 3 to 25 years given by 
other financial institutions. It also refinances term-loans repayable between 
3 to 10 years given by scheduled banks or State Cooperative Banks. IDBI 
also refinances export credit given by scheduled banks and State 
Cooperative Banks. Thus, IDBI finances those banks and financial 
institutions which are lending to industrial concerns. 
Direct financial assistance to industrial projects are given by 
IDBI in similar ways in which other financial institutions normally 
provide. It grants direct assistance by way of project loans, underwriting 
of and direct subscription to industrial securities, soft loans, technical 
refund loans and equipment finance loans. However, it has greater freedom 
of operation and can endeavour to secure collaboration of other institutions 
in the fields of technical scrutiny and financial partnership. 
IDBI also grants export finance in the form of direct loans and 
guarantee to exporters in participation with banks refinancing of medium-
term export credit granted by banks and overseas buyer's credit. 
Promotional functions under the second category includes such 
activities as marketing and investment research and surveys as well as 
technological studies. It can also provide technical and administrative 
assistance to any industrial concern for promotion, management or 
expansion. IDBI also plans, promotes and develops industries to fill gaps 
in the industrial structure of the country. During the thirty four years of 
its operations, IDBI evolved a number of innovative schemes of assistance 
and undertook various promotional activities to meet the growing needs 
of the industrial sector. Sinqe 1970, IDBI has taken several measures to 
set up pace of industrialization in the relatively backward regions of the 
country. 
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In the post-reform period, IDBI took lead in the creation of 
several subsidiaries and associate concerns in offering wide range of 
products and services as also for capital market infrastructure development. 
Earlier, towards the end of eighties, IDBI took initiative in the creation 
of Securities Exchange Board of India (SEBI), the regulatory body set 
up for orderly functioning of the capital market. The Bank took lead 
in establishing National Stock Exchange of India Ltd. (NSEIL) to provide 
nation-wide screen-based trading system. Keeping with the international 
trend and to complement on-line screen-based trading system, IDBI 
alongwith UTI and NSE set up the country's first depository. National 
Securities Depository Ltd. (NSDL) to usher in an era of scriptless trading. 
Credit Analysis and Research Ltd. (CARE) promoted by IDBI offers 
credit rating, information and equity research services to industry and 
institutions. IDBI also took lead in setting up of Investor Services of 
India Ltd. (ISIL), a registration and transfer company.IDBI has sponsored 
a mutual fund and set up IDBI Investment Management Company Ltd. 
(IIMCO), a wholly-owned asset management company. To impart focussed 
attention to the development needs of the north-eastern region of the 
country, IDBI alongwith other institutions and banks set up the North-
Eastern Development Finance Corporation Ltd. (NEDFi). 
Financial Resources of IDBI 
By the end of June 1981, the total resources of IDBI aggregated 
to Rs. 3363.0 crores, which rose sharply to Rs. 22,768.0 crores by the 
end of March 1991 and further to Rs. 50,329.0 crores by the end of March 
1997 indicating an increase of 14.9 times during 1981-97. Table 5.1 shows 
the contribution of different sources in the total resources of IDBI during 
1981-97. 
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Table 5.1: Financial Resources of IDBI (1981-97) 
(Rs. crores) 
Items 
1. Capital Issued 
2 Reserves & Reserve Funds 
3. Bonds and Debentures 
4, Borrowings from 
(i) RBI 
(ii) Government of India* 






























Source: Report on Currency and Finance, 1996-97, Vol. II, Statistical Statements. 
*-Including IBRD/IDA lines of credit. 
**-fncIusive of deposits from companies and certificates of deposits. 
***-Data on June-July basis. 
The resources of IDBI broadly consist of: 
(1) Share Capital; 
(2) Reserves and Reserve Funds; 
(3) Bonds and Debentures; and 
(4) Borrov^^ings. 
(1) Share Capital 
The share capital of IDBI by the end of June. 1981 was Rs. 
145 crores constituting 4.3 per cent of the total resources of IDBI, 
which increased to Rs. 703 crores forming only 3.1 per cent of the total 
resources by the end of March 1991 but declined to Rs. 659 crores by 
March 1997 giving only 1.3 per cent of the total resources of IDBI. 
Though the absolute amount of share capital has increased during eighties 
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but declined during nineties, However, in relative terms, its importance in 
the total financial resources of IDBI has declined continuously from 
4.3 per cent by June 1981 to 3.1 per cent by March 1991 and further 
to 1.3 per cent by March 1997. 
(2) Reserves and Reserve Funds 
IDBI has created Reserve Fund, Investment Reserve as well as 
other funds like Technical Assistance Fund, Staff Welfare Fund, Textile 
Modernisation Fund, National Equity Fund, Mahila Vikas and Mahila 
Udyam Nidhi, etc. By June 1981, reserves and reserve funds contributed 
Rs. 128 crores forming 3.8 per cent of the total resources, which increased 
to Rs. 1380 crores constituting 6.1 per cent of the total resources by 
March 1991 and further increased to Rs. 6554 crores by March 1997 
forming 13.0 per cent of the total resources of IDBI. Thus, both in 
absolute as well as in relative terms, contribution of reserves and reserve 
funds has increased during these periods. 
(3) Bonds and Debentures 
The most importailt source of the financial resources of IDBI 
which has acquired tremendous popularity in recent years is the issue of 
bonds and debentures. Therfe has been manifold increase in the amount 
of money raised by IDBI through issue of bonds and debentures. Total 
funds raised through bonds and debentures stood at Rs. 1190 crores 
forming 35.4 per cent of the total resources by June 1981 which increased 
to Rs. 11,308 crores formihg 49.7 per cent by March 1991 and further 
increased to Rs. 23,803 crores forming 47.3 per cent of the total resources 
of IDBI by March 1997. Thus, there has been continuous increase in 
the share of bonds and debentures in absolute terms, but in relative terms, 
its share increased during eighties but declined marginally during nineties. 
In fact, at present, it has emerged as a single largest source of funds for 
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IDBI. This is a healthy trend and desirable development and reflects 
increasing confidence of public in IDBI. 
(4) Borrowings 
Borrowings have been the major source of funds to IDBI. By the 
end of June 1981, IDBI collected a sum of Rs. 1553 crores representing 
46.2 per cent of the total resources, which increased to Rs. 7760 crores 
forming 34.1 per cent of the total resources by March 1991 and further 
increased to Rs. 14,059 crores forming 27.9 per cent of the total resources 
of IDBI by March 1997. Thus, there has been continuous increase in 
the share of borrowings in absolute terms, but in relative terms, its share 
declined continuously over the years. However, at present, it has emerged 
as the second largest source of funds for IDBI. 
Borrowings of IDBI consist of: 
(i) Borrowings from RBI, 
(ii) Borrowings from Government of India, and 
(iii) Borrowings from other sources. 
IDBI borrows froni RBI to meet its financial requirements. It 
borrows from RBI: 
(a) from National Industrial Credit (Long-Term operations) Fund, 
(b) against stocks, funds and trustee securities, and 
(c) against bills of exchange or promissory notes. 
By the end of June 1981, total borrowings from RBI aggregated 
to Rs. 1323 crores forming 39.3 per cent of the total resources of IDBI, 
which increased to Rs. 3705 crores constituting 16.3 per cent of the total 
resources by March 1991 and further increased to Rs. 2683 crores forming 
only 5.3 per cent of the toial resources of IDBI by March 1997. Thus, 
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the relative importance of borrjowings from RBI has substantially declined 
in the total resources of IDBI over the years. 
IDBI also borrows from Government of India to meet its financial 
requirements. IDBI's borrowings from Government of India consist of: 
(a) interest-free loans, 
(b) other loans, and 
(c) against IBRD/IDA line of credit. 
The total amount of loans from the Government of India by the 
end of June 1981 stood at Rs. 170 crores forming 5.1 per cent of the 
total resources, which increased to Rs. 847 crores forming 3.7 per cent 
by the end of March 1991 andj further increased to Rs. 1507 crores forming 
only 2.9 per cent of the total resources of IDBI by March 1997. Thus, 
during these periods IDBI's dependence on Government of India has 
declined. It indicates that IDBI does not rely much on Government for 
its financial requirements. 
IDBI has also received funds in the form of deposits from 
companies and certificates of deposits. By June 1981, a total of Rs. 60 
crores forming 1.8 per cent of the total resources were raised by IDBI 
through these sources which increased to Rs. 3208 crores forming 14.1 
per cent by March 1991 and further increased to Rs. 9869 crores forming 
19.6 per cent of the total resources of IDBI by March 1997. Thus, there 
has been continuous increas^ in their share, both in absolute as well as 
in relative terms, over the years. 
Above discussion shows that at present mainstay of the financial 
resources of IDBI are the issue of bonds and debentures, borrowings 
and reserves and reserve funds. It clearly reveals that IDBI has diversified 
its sources of funds and d(^es not depend much on Government for its 
financial requirements. 
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Financial Operations of IDBI 
With a modest beginning in 1964-65, the operations of IDBI have 
recorded substantial increase .over the years, in conformity with its ever 
increasing role in industrial finance in India. Since its inception upto March 
1990, IDBI sanctioned a total assistance of Rs. 42,191.2 crores 
constituting 53.2 per cent of the total assistance sanctioned by APIs which 
increased to Rs. 1,29,133.5 crores by the end of March 1997 constituting 
34.9 per cent of the total sajnctions of APIs. Thus, during these periods 
there has been sharp increase in the assistance sanctioned by IDBI. This 
clearly indicates the dominant and increasing role being played by the apex 
institution in meeting the financial requirements of the industrial sector. 
i 
Actual assistance disbursed by IDBI, since its inception upto 
March 1990, aggregated to Rs. 30,197.0 crores constituting 53.6 per cent 
of the total assistance disbursed by APIs which increased to Rs. 88,825.4 
crores by the end of March 1997 forming 35.1 per cent of the total 
assistance disbursed by APIs.| It also indicates that 68.8 per cent of total 
sanctions of IDBI were actually disbursed by March 1997. In fact, IDBI 
is the single largest source of term finance to the industrial sector. 
Table 5.2 gives the yearwilse assistance sanctioned and disbursed by 
IDBI during 1980-97. 
Table 5.2 shows that there has been substantial increase in the 
assistance sanctioned by IDBI during 1980-97. IDBI sanctioned an 
assistance of Rs. 1691.3 crores during 1980-81 which increased to Rs. 
7269.1 crores in 1989-90 and further increased to Rs. 17,049.9 crores 
in 1996-97 which was 10.1 times higher than 1980-81 level of assistance 
sanctioned. This clearly indicates that how sharply assistance sanctioned 
by IDBI has increased during 1980-97. Yearwise sanctions show that they 
have not increased at a uniform rate during 1980-97. However, data shows 
that on an average basis assistance sanctioned by IDBI has increased 
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Table 5.2: Assistance Sanctioned and Disbursed by IDBI (1980-97) 
(Rs. crores) 
Year Assistance Assistance 
Sanctioned Disbursed 
1980-81 1691.3 1258.6 
1981-82 1835.Q 1504.3 
1982-83 1926.^ 1595.1 
1983-84 2391.:^ 1976 3 
1984-85 3354.3 2199.0 
1985-86 3655.6 2798.0 
1986-87 4565.5 3259.0 
1987-88 5289.2 4004.6 
1988-89 4411.1 3382.1 
1989-90 7269.1 5121.2 
1990-91 6278.3 4501.1 
1991-92 6590.2 5768.8 
1992-93 9249.|4 6710.7 
1993-94 12056.19 8088.6 
1994-95 18262.6 10648.1 
1995-96 17795.8 10692.8 
1996-97 17049|9 11439.0 
\_^ 
Cumulative upto 12913315 88825.4 
March 1997 
Source: Report on Development Banking in India, 1996-97. 
at an annual rate of 18.1 per cent during 1980-97 which is lower than 
the average annual growth rate of 20.7 per cent recorded in the sanctions 
of APIs during the same period. A break-up of these periods shows that 
assistance sanctioned by IDBI has increased at an average annual growth 
rate of 19.6 per cent during 1980-90 which declined to a growth rate 
of 15.3 per cent per annum during 1990-97. 
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Like sanctions, assistance disbursed by IDBI has also shown a 
remarkable increase over the j^ears. With an amount of Rs. 1258.6 crores 
in 1980-81, assistance disbursed by IDBl increased to Rs. 5121.2 crores 
in 1989-90 and further increased to Rs. 11439.0 crores in 1996-97 
j 
indicating an increase of 9.1 times over 1980-81 level. Yearwise data in 
table 5.2 shows that assistance disbursed by IDBl has continuously 
increased over the years. During 1980-97, assistance disbursed by IDBl 
has increased at an average iannual rate of 16.3 per cent which is less 
than growth rate recorded in the disbursements of AFls viz. 21.6 per cent 
per annum and it is also less than average growth rate of sanctions (18.1 
per cent) during the same jperiod. It is disappointing as it reflects 
inefficiency on the part of the industrial sector in the utilization of its 
sanctions. 
The growth in IDBl's operations is also evident from the annual 
average of assistance sanctioned and disbursed by IDBI during 1980-97, 
as shown in table 5.3. 
Table5.3: Annual Average of Assistance Sanctioned and Disbursed by IDBI (1980-97) 
(per cent) 
Period Assistance Assistance 
Sanctioned Disbursed 
1980-85 19.5 15.2 
1985-90 19.6 20.5 
1990-97 15.3 13.1 
Sources: Report on Development Banking in India, 1996-97. 
Table 5.3 clearly reflects that annual average of assistance 
sanctioned and disbursed biy IDBI fluctuated during 1980-97, Annual 
average of assistance sanctioned by IDBl increased from 19.5 per cent 
during 1980-85 to 19.6 per cent during 1985-90, but declined to 15.3 
per cent during 1990-97. Likewise, annual average of assistance disbursed 
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by IDBI increased from 15.2 per cent during 1980-85 to 20.5 per cent 
during 1985-90, but declined to 13.1 per cent during 1990-97. 
Composition of Assistance 
Financial assistance sanctioned by IDBI consists of broadly two 
groups: 
(1) Direct Assistance, and 
(2) Indirect Assistance. 
1. Direct Assistance 
IDBI's approach with regard to direct financial assistance has 
been governed by its apex character, its vantage position for assisting the 
financing of an industry in participation with other financial institutions 
and the special responsibility vested in it to fill the gaps in the industrial 
structure and to develop certain vital and starategic sectors of the economy. 
As the lender of the last resort, it endeavours not only to fill in the gaps 
that remain after taking into account the assistance provided by other 
financial institutions, but also takes lead in the appraisal of the project 
and in arranging for the necessary quantum of financial assistance^. 
IDBI's direct assistance to industry is extended mainly under its 
project finance scheme in the form of loans, underwriting of and direct 
subscription to shares and debentures and guarantees and to a limited 
extent under the Technical Development Fund Scheme. Assistance under 
the Textile Modernisation Fund, Venture Capital Fund, Technology 
Upgradation and Equipment Finance for Energy Conservation Schemes 
are also included under the project finance scheme. 
The cumulative direct financial assistance sanctioned by IDBI, 
since its inception upto March 1997, stood at Rs. 81,748.2 crores which 
2. Khan, M.Y., cp. cit,, p. 191. 
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constituted 63.3 per cent of the total assistance sanctioned by IDBI . 
The actual disbursements of direct assistance upto March 1997 aggregated 
to Rs. 51,099.0 crores forming 57.5 per cent of the total assistance 
disbursed by IDBI and 62,5 per cent of total direct assistance sanctioned 
by IDBI. Yearwise direct assistance sanctioned by IDBI shows 
fluctuations from year to year. However, over the years, we find a 
consistently increasing trend in the direct financial assistance sanctioned 
by IDBI. During 1980-97, direct assistance sanctioned by IDBI has 
increased at an annual average growth rate of 54.7 per cent indicating 
that it is playing more active direct role in meeting the financial 
requirements of the industries. As a result, relative shares of direct 
financial assistance in the total assistance of IDBI increased from 36.8 
per cent during 1980-90 to 72.5 per cent during 1990-97. Thus, during 
nineties there is remarkable increase in the share of direct financial 
assistance in the total assistance sanctioned by IDBI. 
Annual average of direct assistance sanctioned by IDBI also 
shows a steadily increasing trend during 1980-97 as shown in table 5.4. 
Table 5.4: Annual Average of Direct Assistance Sanctioned by IDBI (1980-97) 
(Rs. crores) 





Source: Computed from Report on Development Banking in India, various issues. 
Table 5.4 clearly shows that there has been continuous increase 
in the annual average of direct assistance sanctioned by IDBI during 1980-
97. Table shows that annual average of direct assistance sanctioned by 
IDBI was Rs. 725.7 crores in 1980-85 which rose to Rs. 10,245.2 crores 
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during 1990-97, indicating an increase of 14.1 times which is a remarkable 
achievement. 
Direct assistance sanctioned by IDBI to industrial concerns 
consists of five different forms as follows. 
(i) Rupee Loans. 
(ii) Foreign Currency Loans, 
(iii) Underwriting and Direct Subsription, 
(iv) Guarantees, and 
(v) Others. 
(i) Rupee Loans 
IDEH generally provides rupee loans to industrial concerns 
directly for periods ranging between ten to twelve years inclusive of grace 
period of 2-3 years. Rupee loans constitute the single most important 
component of IDBI's direct assistance. Since its inception upto March 
1997, total rupee loans sanctioned by IDBI aggregated to Rs.53,965.1 
crores forming 66 0 per cent of total direct assistance sanctioned, while 
actual disbursements of rupee loans amounted to Rs. 38,640.3 crores 
constituting 75.6 per cent of direct assistance disbursed by IDBI. There 
has been remarkable increase in the absolute as well as relative shares 
of rupee loans sanctioned during 1980-97. For instance, rupee loans 
sanctioned by IDBI was Rs. 231.1 crores during 1980-81 which increased 
to Rs. 10,022.2 crores during 1996-97 indicating an increase of 43.4 times 
over 1980-81 level. In relative terms, share of rupee loans increased from 
23.1 per cent by the end of March 1982 to 66.0 per cent by the end of 
March 1997. The annual average of rupee loans in absolute terms also 
indicates growing size and significance of rupee loans in the IDBI's scheme 
of financing. Annual average of rupee loans sanctioned by IDBI during 
1980-85 was Rs. 592.91 crores, which increased to Rs. 1957.69 crores 
during 1985-90 and further increased to Rs. 6441.93 crores during 1990-
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97. Thus, annual average of rupee loans sanctioned has increased by 10.9 
times over 1980-85 level. 
(ii) Foreign Currency Loans 
IDBI has granted significant portion of its total assistance 
in the form of foreign currency loans to industrial concerns. Total foreign 
currency loans sanctioned by IDBI upto March 1997 stood at Rs. 10,765.1 
crores forming 13.2 per cent of total direct assistance sanctioned, while 
actual disbursements of foreign currency loans amounted to Rs. 4793.5 
crores forming 9.4 per cent of direct assistance disbursed by IDBI. There 
has been consistent rise in foreign currency assistance granted by IDBI. 
The total amount of foreign currency assistance sanctioned by IDBI 
increased from Rs. 71.0 crores during 1980-81 to Rs. 2581.9 crores during 
1996-97 indicating an increase of 36.4 times over 1980-81 level. Due to 
increase in the amount of absolute share of foreign currency 
assistance, the relative share has also increased from 6.5 per cent 
of total direct assistance by the end of March 1982 to 13.2 per cent 
by the end of March 1997. 
(iii) Underwriting and Direct Subscription 
IDBI also finances industrial concerns through underwriting and 
direct subscription to shares and debentures issued by them. Cumulative 
underwriting assistance sanctioned by IDBI upto March 1997 aggregated 
to Rs. 7570.5 crores, accounting 9.3 per cent of total direct assistance 
sanctioned by IDBI, while the actual underwriting assistance disbursed 
by IDBI was Rs, 3544.2 crores forming 6.9 per cent of total direct 
assistance disbursed, and 46.8 per cent of total sanctions by the way of 
underwriting and direct subscription. Though yearwise underwriting 
assistance sanctioned by IDBI shows a large fluctuations from year to 
year, but there is steady increase in the annual average of underwriting 
assistance by IDBI during 1980-97. For instance, annual average of 
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underwriting assistance sanctioned by IDBI was Rs. 65.69 crores during 
1980-85 which increased to an average of Rs. 133.05 crores during 1985-
90 and further to Rs. 1051.85 crores during 1990-97, However, despite 
increase in the absolute amount of underwriting assistance, its relative 
shares declined from 8.9 per cent of total direct assistance by the end 
of March 1982 to 6.9 per cent by the end of March 1997. Thus, IDBI 
like other financial institutions such as IFCI, SFCs, etc. acts primarily 
as term lending agency and its underwriting and investment activity is at 
a miserable low level. Despite of this, IDBI has emerged as the most 
important development bank in the sphere of underwriting in India next 
only to ICICI. A notable feature is that its underwriting operations are 
reflecting the accent on 'promotional' aspects as a major share of its 
underwriting operations pertain to issues of risk capital. Equally important 
is the fact that the issues of capital by new companies occupy a permanent 
place in IDBI's underwriting operations. 
(iv) Guarantees 
Apart from loans and underwriting, IDBI also grants direct 
assistance to industries in the form of guarantees for loans and deferred 
payments. Total amount sanctioned by IDBI by way of guarantees, since 
its inception upto March 1997, stood at Rs. 6295.4 crores constituting 7.7 
per cent of total direct assistance. The actual disbursements of guarantees 
amounted to Rs. 3544.2 crores forming 6.9 per cent of total direct 
assistance disbursed by IDBI in the same period. Though yearwise 
guarantees for loans/deferred payments assistance sanctioned by IDBI 
shows a large fluctuations from year to year, but its absolute share 
increased from Rs. 53.3 crores during 1980-81 to Rs. 1406.0 crores during 
1996-97 indicating an increase of 26.3 times over 1980-81 level. The 
relative share of guarantees in IDBI's schemes of direct financing has 
increased from 1.9 per cent by the end of March 1982 to 7.7 per cent 
by the end of March 1997. 
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(v) Others 
IDBI also provides direct financial assistance in other forms such 
as direct discounting of bills and equipment leasing. By the end of March 
1997, IDBI sanctioned a sum of Rs. 1402.5 crores forming 1.7 per cent 
of total direct assistance sanctioned by IDBI in the form of direct 
discounting of bills and Rs. 1749.6 crores forming 2.1 per cent of total 
direct assistance in the form of equipment leasing in the same period. 
2. Indirect Assistance 
IDBI provides a significant part of its total assistance to 
industrial concerns indirectly through other financial institutions like 
SFCs, SIDCs, commercial banks and cooperative banks, etc. IDBI's indirect 
assistance, since its inception upto March 1997, aggregated to Rs. 
40,081.6 crores forming 31.0 per cent of the total assistance sanctioned. 
However, actual disbursements of indirect assistance amounted to Rs. 
31,024.4 crores constituting 34.9 per cent of the total assistance disbursed 
and 77.4 per cent of total indirect assistance sanctioned by IDBI by the 
end of March 1997. Yearwise indirect assistance sanctioned by IDBI shows 
fluctuations from year to year. During 1980-97, indirect assistance 
sanctioned by IDBI has increased at an annual average growth rate of 
18.8 per cent. However, the rate of growth was higher during eighties i.e, 
19.8 per cent per annum as compared to the growth rate of 17.7 per 
cent per annum recorded during nineties. Its relative share in the overall 
assistance has declined from 62.0 per cent by the end of March 1990 to 
31.0 per cent by the end of March 1997. Thus, not only in absolute terms 
but also in relative terms, there has been significant decline in the indirect 
assistance sanctioned by IDBI over the years. 
IDBI extends its indirect assistance basically through four 
important ways. They are: 
139 
(i) Refinancing of Industrial Loans, 
(ii) Bills Rediscounting Assistance, 
(iii) Subscription to Shares and Bonds of Financial Institutions, and 
(iv) Assistance to Leasing Companies. 
(i) Refinancing of Industrial Loans 
A major portion of IDBI's indirect assistance to industrial sector 
is provided by way of refinancing of industrial loans. Its refinance facility 
is available to IFCI, SFCs, commercial banks, cooperative banks, and 
SIDCs/SIICs. Regional Rural Banks are also eligible to avail refinance 
assistance from IDBI. The loans to be refinanced must have a maturity 
of 3 to 25 years in case of IFCI and SFCs and 3 to 10 years in case 
of commercial and cooperative banks. Generally, IDBI provides 80 per 
cent of the loans given by financial institutions, but in case of small 
enterprises and units located in backward areas it can be upto 100 per 
cent of the loans given by financial institutions. 
Refinance assistance has been single most important form of 
indirect assistance of IDBI. Cumulative refinance assistance sanctioned by 
IDBI upto March 1997 aggregated to Rs. 19,455.7 crores forming 48.5 
per cent of total indirect assistance sanctioned by IDBI. Actual 
disbursements amounted to Rs. 15,132.7 crores forming 48.8 per cent of 
total disbursements of indirect assistance by IDBI. Yearwise data shows 
that there has been continuous increase in the quantum of refinance 
assistance sanctioned by IDBI during 1980-97 except in the year 1992-
93, In absolute terms, the share of refinancing of industrial loans increased 
from Rs. 2187.69 crores by the end of March 1982 to Rs. 15,605.13 crores 
by the end of March 1990 and further to Rs. 19,455.7 crores by the end 
of March 1997 indicating an increase of 8.9 times over 1982 level. 
However, in relative terms, its share declined from 59.5 per cent of total 
indirect assistance sanctioned by the end of March 1990 to 48.5 per cent 
by the end of March 1997. 
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(ii) Bills Rediscounting Assistance 
There are two schemes viz. Bills Rediscounting Scheme and 
Direct Discounting of Bills Scheme through which IDBI grants bills 
finances to industrial concerns. Bills Rediscounting Scheme was introduced 
in April 1965 to help the use of indigeneous machinery. Under the scheme, 
IDBI rediscounts bills of exchange/promissory notes covering instalments 
payable on sales of indigeneous machinery and capital goods on deferred 
payment basis. Originally, scheme was applicable to only six industries 
namely, cotton, jute, silk, cement, sugar and paper machinery. But, over 
the years, scheme has been considerably expanded in scope and now it 
covers all machinery manufacturing industries in India, 
Direct Discounting of Bills Scheme has been introduced by IDBI 
in June 1988. Under the scheme, IDBI directly discounts bills/promissory 
notes to machinery manufacturers who have been in production for a 
minimum period of five years with a good track record. 
Cumulative upto March 1997, assistance sanctioned by IDBI by 
way of bills rediscounting accounted to Rs. 16,353.8 crores forming 40.8 
per cent of total indirect financing. Actual assistance disbursed under this 
schemes upto March 1997 aggregated to Rs. 11,965.6 crores constituting 
38.6 per cent of total indirect assistance disbursed by IDBI. In absolute 
terms, the share of rediscouiiting of bills increased from Rs. 1188.04 crores 
by the end of March 1982 to Rs. 8754.12 crores by the end of March 
1990 and further to Rs. 16,353.8 crores by the end of March 1997 
indicating an increase of 13.8 times over 1982 level. However, in 
relative terms, its share increased from 33.4 per cent of total indirect 
assistance sanctined by the end of March 1990 to 40.8 per cent by 
the end of March 1997. 
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(iii) Subscription to Shares and Bonds of Financial Institutions 
As purveyor of supplementary resources, IDBI has provided 
financial assistance to other financial institutions through subscription to 
their share capital and bond issues, Financial institutions to which such 
assistance has been extended are IFCI, ICICI, IIBI, UTI, SFCs, SIDCs 
and NSIC, etc. By the end of March 1997, cumulative assistance sanctioned 
by way of subscription to shares and bonds of financial institutions 
aggregated to Rs. 3448.8 crores constituting 8.6 per cent of total indirect 
assistance sanctioned by IDBI. However, actual subscription upto March 
1997, amounted to Rs. 3265.1 crores forming 10.5 per cent of total indirect 
assistance disbursed by IDBI, Yearwise subscriptions show large 
fluctuations from year to year, but over the years it has increased steadily. 
In absolute terms, the share of subscriptions increased from Rs. 318.43 
crores by the end of March 1982 to Rs. 1759.16 crores by the end of 
March 1990 and further to Rs. 3448.8 crores by the end of March 1997 
indicating an increase of 10.8 times over 1982 level. However, in relative 
terms, its share increased from 6.7 per cent of total indirect assistance 
sanctioned by IDBI by the end of March 1990 to 8.6 per cent by the 
end of March 1997. 
(iv) Assistance to Leasing Companies 
IDBI also grants assistance to leasing companies since 1987-88. 
Upto March 1997, IDBI has sanctioned an assistance of Rs, 823,3 crores 
constituting 2,1 per cent of total indirect assistance sanctioned, against 
which actual disbursements amounted to Rs, 661.0 crores constituting 2.1 
per cent of total indirect assistance disbursed by IDBI. Assistance 
sanctioned to leasing companies increased from Rs, 179.5 crores by March 
1990 to Rs, 823,3 crores by March 1997 indicating an increase of 4,6 
times. 
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Performance of IDBI's Operations 
The performance of IDBI can be analysed on the basis of same 
criteria as follows: 
(1) Sectorwise Assistance 
(2) Industrywise Assistance 
(3) Purposewise Assistance 
(4) Statewise Assistance 
(5) Assistance to Backward, Areas 
1. Sectorwise Assistance 
A notable feature of IDBI's financial operations is that its 
assistance is spread over all sectors of the economy. However, relative 
importance of different sectors in IDBI's scheme of financing is different 
and is also changing over time. Table 5.5 shows yearwise assistance 
sanctioned to different sectors by IDBI during 1980-97. 
(i) Assistance to Private Sector 
Private sector has been the largest recipient of assistance from 
IDBI. Cumulative assistance sanctioned to the private sector, since its 
inception upto March 1997, amounnted to Rs. 97,613.5 crores constituting 
78.9 per cent of the total assistance sanctioned by IDBI, while actual 
assistance disbursed aggregated to Rs. 66,168.2 crores forming 78.8 per 
cent of the total assistance disbursed by IDBI. Annual data since 1980-
81 shows that assistance sanctioned to the private sector has continuously 
increased except in the years 1990-91, 1991-92, 1995-96 and 1996-97. In 
absolute terms the share of private sector in the total assistance sanctioned 
by IDBI increased from Rs. 5821.75 crores by the end of March 1982 
to Rs, 29,828.64 crores by the end of March 1990 and further to Rs. 
97,613.5 crores by the end of March 1997 indicating an increase of 16.8 
times over 1982 level. However, its relative share declined from 76.5 per 
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Source: Report on Development Banking in India, various issues. 
cent by the end of March 1982 to 74.3 per cent by the end of March 1990, 
but increased to 78.9 per cent by the end of March 1997. 
(ii) Assistance to Public Sector 
Since the very beginning, IDBI has been granting financial 
assistance to the projects in the public sector on the same basis as to the 
projects in the private sector. Public sector is the second largest beneficiary 
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of IDBI's assistance next only to the private sector. Since its inception 
upto March 1997, IDBI has sanctioned a cumulative assistance of 
Rs. 16,364.1 crores constituting 13.2 per cent of the total assistance 
sanctioned, while actual disbursements amounted to Rs. 11,491.2 crores 
representing 13.7 per cent of the total assistance disbursed by IDBI. 
Though absolute amount of assistance sanctioned by IDBI to the public 
sector has varied from year to year, but they show steady increase over 
the years. In absolute terms, the share of public sector in the total 
assistance sanctioned by IDBI increased from Rs. 1021.82 crores by March 
1982 to Rs. 6972.91 crores by March 1990 and further to Rs, 16,364.1 
crores by March 1997 indicating an increase of 16 times over 1982 level. 
However, its relative share increased from 13.4 per cent by the end of 
March 1982 to 17.4 per cent by March 1990, but declined to 13.2 per 
cent by March 1997. 
(iii) Assistance to Joint Sector 
Since 1969-70, IDBI has started granting financial assistance to 
the joint sector projects also. Cumulative assistance sanctioned to joint 
sector projects upto March 1997 aggregated to Rs. 7758.6 crores forming 
6.3 per cent of the total assistance sanctioned by IDBI, against which 
actual disbursements stood at Rs. 5080.9 crores forming 6.0 per cent of 
total disbursements. Though absolute amount of assistance sanctioned by 
IDBI to the joint sector has varied from year to year, but they show 
steady increase over the years. In absolute terms, the share of joint sector 
in the total assistance sanctioned by IDBI increased from Rs. 549.71 crores 
by the end of March 1982 to Rs. 2534.25 crores by the end of March 
1990 and further to Rs. 7758.6 crores by the end of March 1997 indicating 
an increase of 14.1 times over 1982 level. However, its relative share 
declined from 7.2 per cent by the end of March 1982 to 6.3 by the end 
of March 1990 and remained the same upto March 1997. 
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(iv) Assistance to Cooperative Sector 
IDBI also grants assistance to the projects organised on a 
cooperative basis in the country, but its share is very low. Since its 
inception upto March 1997, cumulative assistance sanctioned to the 
cooperative sector aggregated to Rs. 1879.4 crores forming only 1.6 per 
cent of the total assistance sanctioned by IDBI. Actual disbursements 
stood at Rs. 1255.2 crores forming only 1.5 per cent of the total assistance 
disbursed by IDBI. Thus, cooperative sector has got very low share in the 
total assistance of IDBI. Though absolute amount of assistance sanctioned 
by IDBI to the cooperative sector has varied from year to year, but they 
show steady increase over the years. In absolute terms, the share of 
cooperative sector in the total assistance sanctioned by IDBI increased 
from Rs. 214.22 crores by the end of March 1982 to Rs. 805.00 crores . 
by the end of March 1990 and further to Rs. 1879 4 crores by March 1997 
indicating an increase of 8.8 times over 1982 level. A disappointing feature 
is that over the years, relative share of cooperative sector has declined. 
Its relative share declined from 2.8 per cent by March 1982 to 2.0 per 
cent by March 1990 and further to 1.6 per cent by March 1997. This 
is not a desirable trend because cooperative sector has the potential to 
play very important role in the future industrial development as well as 
reduction of inequality in the country. Therefore, IDBI should take special 
measures to encourage the cooperative sector by adopting a liberal 
financial policy for the projects organised on a cooperative basis. 
2. Industrywise Assistance 
IDBI provides financial assistance to a wide variety of industries. 
More than four-fifth of the IDBI's assistance has gone to basic and core 
industries and priority consumer goods industries such as chemicals and 
chemical products, fertilisers, cement, paper, basic metals and metal 
products, machinery manufacture, food products, textiles and services, etc. 
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Largest share in the total assistance has gone to textiles industry 
accounting 12.3 per cent by the end of March 1997 followed by electricity 
generation 11.8 per cent, chemicals and chemical products 11.7 per cent, 
services 11.1 percent, basic metals 8.8 per cent, fertilisers 5.2 per cent, 
cement and food products 5.0 per cent each. These eight industries together 
accounted 70.9 per cent of the total assistance sanctioned by IDBI upto 
March 1997. The shares of other industries were electrical and electronic 
equipment 4.7 per cent, transport equipment 3.0 per cent, metal products 
2.9 per cent, paper 2,8 per cent, machinery 2.6 per cent, rubber 1.1 per 
cent and others 12.0 per cent in the same period. Table 5.6 gives 
yearwise data showing assistance sanctioned to different industries 
during 1980-97. 
Yearwise data shows that assistance sanctioned by IDBI has 
widely varied from year to year and from industry to industry during 1980-
97 leading to some important changes in the industrywise pattern of 
assistance sanctioned by IDBI. For instance, shares of some industries like 
electricity generation, chemicals and chemical products, basic metals, 
fertilisers, cement, metal products, electrical and electronic equipment and 
transport equipment have gone up, while shares of some other industries 
like textiles,, services, food products, paper, machinery and rubber products 
have gone down during 1980-97. The share of electricity generation has 
increased from 4.1 per cent by March 1982 to 11.8 per cent by March 
1997, while that of chemicals and chemical products from 9.8 per cent 
to 11.7 per cent, basic metals from 3.7 per cent to 8.8 per cent, fertilisers 
from 4.8 per cent to 5.2 per cent, cement from 4.1 per cent to 5.0 per 
cent, metal products from 2.8 per cent to 2.9 per cent, electrical and 
electronic equipment from 3:2 per cent to 4.7 per cent, transport equipment , 
from 2.1 per cent to 3.0 per cent and others from 9.7 per cent to 12.0 
per cent during the same period. As against this, the share of textiles has 
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14,9 per cent to 11.1 per cent, food products from 6.6 per cent to 5.0 
per cent, paper products from 5.9 per cent to 2.8 per cent, machinery from 
9.9 per cent to 2.6 per cent and rubber products from 1.3 per cent to 
11 per cent during the same period. A notable feature of these changes 
is that most of the core industries have recorded an increase in their shares 
reflecting the desire of IDBI to strengthen the future industrial base of 
the country in accordance with the Government's policy. 
3. Purposewise Assistance 
A notable feature of direct assistance granted by IDBI is that 
it is available to industrial enterprises for establishment of new projects 
as well as to the existing projects for their expansion, diversification, 
modernisation and renovation purposes. Table 5.7 gives the purposewise 
assistance sanctioned by IDBI upto March 1997. 
Table 5.7: Purposewise Assistance Sanctioned by IDBI (upto March 1997) 
Purpose Assistance sanctioned Percentage 
(Rs. crores) of Total 
1. New Projects 39501.0 45.7 
2. Expansion/Diversification 36574.0 42.3 
3. Modernisation/Renovation 10328.6 12.0 
Cumulative upto 86403.6 100.0 
March 1997* 
Source: Report on Development Banking in India, 1996-97. 
*-Data include direct assistance, short term loans, underwriting and 
guarantees. 
Table 5.7 clearly reflects that IDBI is not only interested in the 
establishment of new projects but is equally concerned for expansion, 
diversification, modernisation and renovation of existing projects. Out of 
the total direct assistance of Rs. 86,403.6 crores sanctioned by IDBI upto 
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March 1997, assistance to new projects amounted to Rs. 39,501.0 crores 
constituting 45.7 per cent of total direct assistance. Assistance for 
expansion/diversification of existing projects aggregated to Rs. 36,574.0 
crores constituting 42.3 per cent of total direct assistance sanctioned by 
IDBI. Similarly, IDBI has sanctioned an assistance of Rs. 10,328.6 crores 
forming 12.0 per cent of total direct assistance for modernisation/ 
renovation purposes to the existing projects. Thus, 54.3 per cent of total 
direct assistance of IDBI has gone to the existing projects for their 
expansion, diversification, modernisation and renovation purposes. It 
reflects that IDBI is taking interest in the new projects as well as existing 
projects for industrial development of the country. 
4. Statewise Assistance 
IDBI's assistance to industrial projects is spread over all the 
States and Union Territories of the country. But a substantial share of 
assistance is concentrated in States like Maharashtra which accounted 
largest share of 18.6 per cent followed by Gujrat 15.5 per cent, Tamil 
Nadu 9.6 per cent, U.P. 8.5 per cent, Andhra Pradesh 8.2 per cent, 
Karnataka 6.9 per cent, Madhaya Pradesh 5.3 per cent and Rajasthan 4.6 
per cent by March 1997. These eight States together accounted 77.2 per 
cent of the total assistance sanctioned by IDBI. Of these eight States, four 
States such as, U.P., Andhra Pradesh, M.P. and Rajasthan are relatively 
backward States accounting only 26.6 per cent of the total assistance, while 
remaining States are relatively developed States which shared 50.6 per cent 
of the total assistance. Thus, more than half of the total assistance of IDBI 
is concentrated in four industrially developed States. This is not a good 
trend and IDBI must increase its assistance to relatively backward States 
and small States on a priority basis for bringing balanced regional 
development of the country. IDBI is required to go into the details of 
special problems being faced by individual backward States in their 
industrial development and undertake suitable measures along with other 
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Government agencies and institutions to accelerate the industrial 
development of backward States. The shares of other States were. West 
Bengal 4.5 per cent, Haryana 2.8 per cent, Orissa and Delhi 2.7 per cent 
each, Punjab 2.6 per cent, Kerala 1.8 per cent, Bihar 1.6 per cent, Himachal 
Pradesh 1.4 per cent, Goa 0.7 per cent, Assam 0.5 per cent and Jammu 
and Kashmir 0.3 per cent in the same period. The shares of remaining States 
and Union Territories were only 1.2 per cent. A disappointing feature is 
that six North Eastern-States together have got only 0.6 per cent share 
in the total assistance sanctioned by IDBI in the same period. Table 5.8 
gives the details of annual assistance sanctioned to different States by IDBI 
during 1980-97. 
Yearwise data shows that assistance sanctioned by IDBI has 
varied widely from year to year and from State to State during 1980-97 
leading to some important changes in the Statewise pattern of assistance 
sanctioned by IDBI. An encouraging trend in the Statewise assistance of 
IDBI is that the degree of regional concentration of assistance has 
declined over the years, specially the shares of some relatively developed 
States have declined, while that of backward States have increased. For 
example, share of Tamil Nadu fell-down from 11.9 per cent by the end 
of March 1982 to 9.6 per cent by March 1997, while that of Karnatka 
from 7.1 per cent to 6.9 per cent. West Bengal from 6.0 per cent to 4.5 
per cent, Punjab from 3.2 per cent to 2,6 per cent and Kerala from 3.5 
per cent to 1.8 per cent during the same period. On the other hand, shares 
of relatively backward States like U.P. increased from 7.4 per cent to 8.5 
per cent, Andhra Pradesh from 6.8 per cent to 8.2 per. cent, Madhya 
Pradesh from 2.9 per cent to 5.3 per cent and Himachal Pradesh from 
0.9 per cent to 1.4 per cent during the same period. Thus, there has been 
a desirable change in the Statewise distribution of assistance by IDBI in 
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However, shares of some developed States like Maharashtra 
increased from 17.4 per cent to 18.6 per cent and Gujrat from 14.3 per 
cent to 15.5 per cent during the same period. On the other hand, the share 
of the most backward States of Bihar which was already low has declined 
from 2.7 per cent to 1.6 per cent. Thus, despite some reduction in the 
degree of regional concentration in IDBI's assistance, still situation is not 
satisfactory as it continues to be concentrated in few States specially 
developed States. IDBI should further reduce regional concentration of 
assistance by providing greater assistance to relatively backward States 
and reducing assistance to relatively developed States. 
5. Assistance to Backward Areas 
Balanced regional development has been one of the principal 
objectives of socio-economic policies in India. In pursuance of the 
Government's policy IDBI has also made conscious and deliberate efforts 
to initiate a sustained process of industrial development in the backward 
regions of the country. For this purpose, along with other measures, IDBI 
grants financial assistance to the projects located in the identified 
backward areas of the country directly as well as indirectly through other 
institutions and means. Since its inception upto March 1997, cumulative 
assistance sanctioned to backward areas amounted to Rs. 44,515.1 crores 
constituting 36.0 per cent of the total assistance of IDBI, while actual 
disbursements of assistance by IDBI amounted to Rs. 30,869.9 crores 
forming 36.8 per cent of the total assistance disbursed by IDBI. Thus, a 
large amount of the total assistance of IDBI has gone to backward areas 
which is desirable and healthy development. Table 5.9 shows annual 
assistance sanctioned to backward areas during 1980-97. 
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Table 5.9: Assistance Sanctioned to Backward Areas by IDBI (1980-97) 
Year Assistance Sanctioned Percentage of 
(Rs. crores) Total Assistance 
1980-81 661.87 47^9 
1981-82 592.02 39.8 
1982-83 746.18 40.3 
1983-84 1011.68 42.9 
1984-85 1656.10 50.7 
1985-86 1634.03 45.2 
1986-87 1668.01 40.2 
1987-88 1884.58 41.0 
1988-89 2770.16 42.1 
1989-90 2832.16 37.5 
1990-91 2524.30 43.8 
1991-92 1733.40 28.8 
1992-93 2578.20 29.2 
1993-94 3124.60 26.5 
1994-95 6506.90 35.9 
1995-96 6646.50 37.6 
1996-97 6226.80 36.6 
Cumulative upto 44515.10 36.0 
March 1997 
Source: Report on Development Banking in India, various issues. 
Table 5.9 shows that since 1980-81, there has been substantial 
increase in the assistance sanctioned to backward areas in absolute terms. 
Assistance sanctioned to backward areas was Rs. 661.87 crores in 1980-
.81 which increased to Rs. 2832.16 crores during 1989-90 and further to 
Rs. 6226.8 crores during 1996-97 showing an increase of 9.4 times over 
1980-81 level. Hov/ever, assistance to backward areas did not increase at 
a uniform rate. During 1980-97 it increased at an annual average growth 
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rate of 38.9 per cent. A break-up of these periods shows that assistance 
sanctioned by IDBI to backward areas has increased at an average annual 
growth rate of 42.8 per cent during 1980-90 which declined to 32.4 per 
cent per annum during 1990-97. Its relative share declined continuously 
from 42.0 per cent by the end of March 1983 to 41.6 per cent by March 
1990 and further to 36.0 per cent by March 1997. 
Statewise distribution of assistance sanctioned to backward 
areas shows considerable concentration among few developed and large 
States like Gujrat, Maharashtra, U.P., A.P., Madhya Pradesh, Karnatka, 
Rajasthan, Tamil Nadu and West Bengal. These nine States together 
accounted 79.7 per cent of the total assistance sanctioned to backward 
areas by IDBI upto March 1997. Among these only four States, namely 
UP., Andhra Pradesh, Madhya Pradesh and Rajasthan are relatively 
industrially backward which shared 32.2 per cent of total sanctions. 
Largest share has gone to Gujrat accounting 15.3 per cent of total 
sanctions to backward areas followed by Maharashtra 14.4 per cent, UP. 
10.2 per cent, Andhra Pradesh 8.1 per cent, Madhya Pradesh 7.5 per cent, 
Karnatka 7.1 per cent Rajasthan 6.4 per cent, Tamil Nadu 5.8 per cent 
and West Bengal 4.9 per cent by the end of March 1997. The shares of 
other States were Himachal Pradesh 3.9 per cent, Orissa 3.4 per cent, 
Punjab and Goa 1.9 per cent each, Kerala 1.6 per cent , Assam and 
Haryana 1.3 per cent each and Bihar and Jammu and Kashmir 0.9 per 
cent each in the same period. The shares of remaining States and Union 
Territories were 3.2 per cent . 
However, we notice some significant changes in the pattern of 
Statewise distribution of assistance sanctioned to backward areas by IDBI 
over the years. There has been sharp increase in the share of Maharashtra 
from 8.2 per cent by March 1982 to 14.4 per cent by March 1997. 
Similarly, the shares of other States like Gujrat increased from 10.8 per 
cent to 15.3 per cent , Karnatka from 6.8 per cent to 7.1 per cent. 
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Rajasthan from 5.5 per cent to 6.4 per cent , Orissa from 2.7 per cent 
to 3.4 per cent, Himachal Pradesh from 3.1 per cent to 3.9 per cent and 
Union Territories from 1.7 per cent to 2.5 per cent and Union Territories 
from 1.7 per cent to 2.5 per cent during the same period. On the other 
hand, shares of some States like Tamil Nadu declined from 7.4 per cent 
to 5.8 per cent , U.P. from 13.4 per cent to 10.2 per cent, Andhra Pradesh 
from 9.3 per cent to 8.1 per cent , West Bengal from 5.5 per cent to 
4.9 per cent, Haryana from 1.9 per cent to 1.3 per cent, Punjab from 
2.7 per cent to 1.9 per cent, Kerala from 2.8 per cent to 1.6 per cent 
, Bihar from 2.1 per cent to 0.9 per cent, Assam from 2.3 per cent to 
1.3 per cent , Goa from 2.6 per cent to 1.9 per cent and Jammu and 
Kashmir from 2.3 per cent to 0.9 per cent during the same period. 
Unfortunately, the shares of some backward States like Bihar, U.P., Andhra 
Pradesh, and Assam have declined. However, this is not a desirable trend 
as it is the backward States which require greater financial assistance for 
industrial development. On the other hand, shares of some developed States 
have increased such as Maharashtra, Gujrat and Karnatka. Therefore, 
IDBI, aiongwith other financial institutions and Government agencies, 
should look into the causes of slow growth in the most backward regions, 
find out development potential of each region and undertake suitable 
financial and non-financial measures to accelerate the rate of industrial 
development in backward regions for achieving balanced regional 
development of the country. IDBI should provide greater part of its 
assistance meant for backward areas to backward States on a priority basis. 
156 
CHAPTER - VI 
SFCs AND INDUSTRIAL FINANCE 
State Financial Corporations (SFCs) set up in various States as 
regional institutions, represent an attempt to diversify the structure of 
development banking in India so as to be able to cope with the requirements 
of wider section of industrial enterprises'. The necessity for setting up 
SFCs arose out of the difficulty realised by the IFCI to cater the financial 
requirements of all types of industries irrespective of their size. Small and 
medium enterprises were excluded from the purview of IFCI, as it was 
set up basically to meet the financial requirements of the large scale 
projects in the country. As a result, the Union Government passed State 
Financial Corporations Act on 28th September 1951, empowering the State 
Governments to establish financial corporations for their respective 
regions. Under the Act, different State Governments have set up SFCs as 
specialised State level institution for providing term finance to small and 
medium enterprises. According to S.K. Basu, "SFCs constitute the first 
experiment in the State field of organizing institutional arrangements for 
providing industrial finance to small and medium sized industry"^. 
First SFC under the SFCs Act was established in Punjab in 
February 1953. There are 18 SFCs in the country at present, of which 17 
were set up under SFCs Act 1951. Tamil Nadu Industrial Investment 
Corporation Ltd. established in 1949 under the Companies Act as Madras 
Industrial Investment Corporation also functions as SFC. The States of 
Manipur, Meghalaya, Mizoram, Nagaland, Goa, Sikkim and Tripura and 
most of the Union Territories have yet to have their own SFC. While the 
area of operations of a SFC is normally confined to one State/Union 
1. Khan, M.Y., op.cit., p. 167. 
2. Basu, S.K., "Theory and Practice of Development Banking-A Study in the 
Asian Context,"1969, p.117. 
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Territory, which do not have a SFCs of their own. The Assam SFC operates 
also in Manipur and Tripura. Chandigarh is served by SFC of Delhi, while 
Goa, Daman and Dieu by Maharashtra, Dadar and Nagar Haveli by Gujrat 
and Pondichery by Tamil Nadu SFC. 
Nature and Functions of SFCs 
SFCs extend their financial assistance to industrial concerns 
engaged or proposed to be engaged in the manufacture, preservation or 
processing of goods, mining or hotel industry, transport services, 
generation or distribution of electricity and the development of any 
contiguous area of lands as an industrial estate. Through amendment in 
SFCs Act in December 1972' concerns engaged in maintenance, repair, 
testing and servicing of machinery, vehicles and vessels, assembling and 
packing, fishing and consultancy, services etc. have also been made eligible 
for assistance. SFCs can extend assistance to all types of industrial 
concerns organised whether as a public limited company or private limited 
company or partnership or proprietary concerns. 
The main objectives of SFCs are to finance and promote small 
and medium enterprises in the States concerned for achieving balanced 
regional growth, catalyse investment, generate employment and widen the 
ownership base of the industry. The SFCs operate a number of schemes 
of refinance and equity type assistance on behalf of IDBI/SIDBI in addition 
to special schemes for artisans and special target groups such as SC/ST, 
women, ex-servicemen, physically handicapped etc. 
With increasing diversification in the Indian industry, SFCs have 
started providing assistance to units engaged in floriculture, tissue culture, 
poultry farming, commercial complexes and services. In view of changing 
business environment, SFCs are focussing more attention on investment 
activities and capital market related operations. 
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SFCs are authorized to provide assistance in different forms as 
follows: 
(i) granting loans or advances for periods not exceeding twenty years; 
(ii) subscribing to debentures repayable within twenty years; 
(iii) guaranteeing loans raised by industrial concerns either in the public 
market or scheduled or cooperative banks and repayable within 
twenty years; 
(iv) guaranteeing deferred payments due from any industrial concerns for 
purchase of capital goods within India; 
(v) underv/riting of issues of stocks, shares, bonds, or debentures; and 
(vi) subscribing to stocks, shares, bonds, or debentures of industrial 
concerns from out of the special capital. 
SFCs amendment Act 1972 has empowered the SFCs to 
participate in the equity capital of weaker, small and medium industrial 
undertakings. Since June 1973, SFCs have also been authorized to meet 
the foreign exchange requirements of small and medium scale units. For 
this purpose refinance facility is provided by the IDBI. 
SFCs also act as the agent of the Central and State Governments, 
IDBI, IFCI or any other financial institutions in matters connected with 
the grant of loans or advances or subscription to debentures. Most of IDBI 
schemes for assistance to small and medium sectors are operated through 
SFCs. 
Financial Resources of SFCs 
Financial resources of SFCs consist of: 
(1) Share Capital, 
(2) Reserve Funds, and 
(3) Borrowings. 
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Table 6.1 shows the contribution of different sources in the total 
resources of all SFCs by the end of March 1981, 1991 and 1997. 
Table 6.1: Financial Resources of SFCs (at end March) 
(Rs. crores) 
Sources 
1. Paid-up Capital 
2. Reserve Fund 
3. Provision for Bad and 
Doubtful Debt 
4. Borrowings from 
(i) RBI 
(ii) IDBI 
(iii) State Governments 
(iv) Issue of Bonds & Debentures 
(vi) Fixed Deposits 
(vii)Others 
(viii)SIDBI 









































Source: Report on Currency and Finance, 1996-97, Vol. II, Statistical Statements. 
(1) Share Capital 
The share capital of SFCs are held by the State Governments, 
IDBI, scheduled banks, insurance companies and other financial 
institutions. The share capital of SFCs are guaranteed by the State 
Government concerned as to repayment of principal and payment of annual 
dividends. Since 1976 SFCs are also raising special capital contributed in 
equal proportion by IDBI and the concerned State Governments, and does 
not carry any obligation to minimum dividend. This special capital is issued 
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by SFCs to provide equity type support on soft terms to entrepreneurs 
for bridging the gap in equity or promoter's contribution. Thus, there are 
two types of capital of SFCs: 
(i) General Capital; and 
(ii) Special Capital. 
The total paid-up capital of all eighteen SFCs by the end of 
March 1997 stood at Rs. 1157.21 crores accounting 8.4 per cent of the 
total resources of the SFCs. By the end of March 1981, the share capital 
of ail SFCs aggregated to Rs. 105,81 crores forming 9.3 per cent of the 
total resources of the SFCs, which increased to Rs. 929,4 crores by the 
end of March 1991 forming 14.2 per cent of the total resources of the 
SFCs and further increased to Rs. 1157.21 crores by the end of March 
1997 forming 8.4 per cent of the total resources of SFCs. In absolute terms, 
the share capital of all SFCs increased over the years, but in relative terms 
their share increased from 9.3 per cent by March 1981 to 14.2 per 
cent by March 1991 but declined to 8.4 per cent by March 1997. 
(2) Reserves 
The reserves maintained by the SFCs consist of : 
(i) Reserve funds, and 
(ii) Reserve for bad and doubtful debts and other reserves. 
Though reserve funds are not an important source of funds to 
the SFCs, but its contribution has continuously increased over the years. 
Reserve funds contributed Rs. 3.97 crores by March 1981, which increased 
to Rs. 180.66 crores by March 1991 and further to Rs. 244.04 crores by 
March 1997. Reserve funds constituted only 3.8 per cent of total paid-
up capital of SFCs by the end of March 1981, which increased sharply 
and stood at 19.4 per cent by March 1991 and further to 21.1 per cent 
by March 1997. This reflects that during 1980-97 SFCs have been 
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successful in transfering a larger amount to the reserve funds indicating 
an increase in the profitability of the SFCs. This is a desirable and healthy 
development. This conclusion is further confirmed by the fact that by March 
1981, reserve funds constituted only 0.3 per cent of the total resources 
of SFCs, which increased to 2.8 per cent by March 1991 but declined 
to 1.8 per cent by March 1997. 
Reserve for bad and doubtful debts and other reserves stood at 
Rs. 61.03 crores by March 1981, which increased to Rs. 71.8 crores by 
March 1991 and further to Rs. 834.03 crores by March 1997. Accordingly, 
its relative share in the total resources of SFCs first declined from 5.3 
per cent by March 1981 to 1.1 per cent by March 1991 but thereafter 
increased to 6.1 per cent by March 1997. 
(3) Borrowings 
Borrowings constitute the most important source of funds for the 
SFCs. Borrowings of SFCs consist of 
(i) Issue of bonds and debentures, 
(ii) Fixed deposits, 
(iii) Borrowings from RBI, 
(iv) Borrowings from IDBI, 
(v) Borrowings from SIDBI, and 
(vi) Borrowings from State Governments. 
There is an overall statutory limitation on total borrowings. 
According to SFCs Act, the total amount of bonds and debentures issued 
and outstanding, medium-term loans from the RBI, loans from State 
Government, together with its contingent liabilities arising from guarantees 
or underwriting should not exceed ten times of paid-up capital and 
reserves of the SFCs. By March 1981, total borrowings by all SFCs 
amounted to Rs. 834.63 crores, which increased to Rs. 4912.65 crores 
by the end of March 1991 and further to Rs. 10,684.82 crores by March 
162 
1997. In relative terms, borrowings constituted 73.1 per cent of the total 
resources of SFCs by March 1981, which increased to 75.3 per cent by 
March 1991 and further to 77.9 per cent by March 1997. 
(i) Borrowings through Issue of Bonds and Debentures 
SFCs supplement their resources by floating bonds and 
debentures in the market. They are guaranteed by the State Government 
as to the payment of interest and repayment of principal. Bonds and 
debentures issued by the SFCs are mostly subscribed by the financial 
institutions especially LIC and commercial banks. In the case of a shortfall 
in the subscription to the issues of bonds and debentures, IDBI usually 
removes the deficiency. By March 1981, the funds raised by SFCs through 
issue of bonds and debentures aggregated to R-s. 351.8 crores constituting 
30.8 per cent of the total resources of SFCs, which increased to Rs. 
2205.28 crores constituting 33.8 per cent by March 1991 and further to 
Rs. 4701.14 crores constituting 34.3 per cent by March 1997. Thus, both 
in absolute as well as in relative terms funds raised by SFCs through issue 
of bonds and debentures have increased during 1981-97. At present, bonds 
and debentures are the largest source of borrowings to the SFCs. 
(ii) Fixed Deposits 
SFCs can accept deposits from the State Government, or with the 
prior approval of the Government in consultation with the RBI and IDBI, 
from a local authority or public. These deposits are guaranteed by the State 
Government and are accepted for a period not less than twelve months. 
However, the total deposits should not exceed the paid-up capital of the 
SFCs. Importance of fixed deposits in the financial resources of the SFCs 
has declined substantially during 1981-97. At present its contribution is 
only 0.7 per cent which is negligible. By March 1981, fixed deposits 
contributed a sum of Rs. 11.39 crores accounting 0.9 per cent share in 
the total resources of SFCs, which declined to Rs. 4.34 crores constituting 
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only 0,07 per cent by March 1991. But by the end of March 1997, fixed 
deposits contributed a sum of Rs. 99.89 crores forming 0.7 per cent of 
the total resources of SFCs. Thus, during eighties, the share of fixed 
deposits in the total resources of SFCs declined, but during nineties its 
share increased. But over all, the share of fixed deposits in the total 
resources of SFCs during 1981-97 declined from 0.9 per cent to 0.7 per 
cent. Thus, fixed deposits are no more important source of funds for the 
SFCs. 
(iii) Borrowings from RBI 
Borrowings of SFCs from RBI are of two types: 
(i) those repayable on demand or within 90 days against trustee securities 
or eligible bills and promissory notes; and 
(ii) loans for longer periods repayable within 18 months against Central 
or State Government securities or its own debentures maturing within 
18 months. 
The share of borrowings from RBI in the total resources of the 
SFCs is very low. By March 1981, it contributed a sum of Rs. 4.65 crores 
which formed 0.4 per cent of the total resources of SFCs, which increased 
to Rs. 16.40 crores forming 0.3 per cent by March 1991 and further 
to Rs. 28.01 crores forming 0.2 per cent of the total resources of SFCs 
by March 1997. In absolute terms the contribution of borrowings from RBI 
increased, but in relative terms its share declined continuously over the 
years. Thus, share of borrowings from RBI in the total financial resources 
of SFCs is insignificant. 
(iv) Borrowings from IDBI 
By the end of March 1981, borrowings from IDBI by all SFCs 
aggregated to Rs. 456.43 crores forming 39.9 per cent , which increased 
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to Rs. 1708.52 crores forming 26.2 per cent by March 1991 but declined 
to Rs. 974.85 crores forming only 7.1 per cent of the total resources 
of SFCs by the end of March 1997. Thus, the relative share of IDBI in 
the total financial resources of SFCs declined from 39.9 per cent by March 
1981 to 7.1 per cent by March 1997. However, in absolute terms the share 
of IDBI increased during eighties but declined during nineties. 
(v) Borrowings from SIDBI 
Since its establishment, SIDBI has become very important source 
of funds for the SFCs which it grants basically through refinance facility. 
An important feature is that the reliance of SFCs on SIDBI for funds 
has substantially increased over the years. By the end of March 1991, the 
borrowings from SIDBI by all SFCs aggregated to Rs. 914.71 crores 
, which increased to a record level of Rs. 3706.88 crores by the end of 
March 1997. Due to sharp increase in the absolute amount of funds raised 
by SFCs from SIDBI, its relative share also increased sharply from 14.1 
per cent by March 1991 to 27 per cent by March 1997. At present 
borrowings from SIDBI is the second largest source of funds for the SFCs. 
(vi) Borrowings from State Governments 
SFCs can also borrow from their respective State Governments. 
They are also authorised to borrow from any financial institution notified 
by the Government of India. However, such borrowings are very small 
in absolute as well as in relative terms. By March 1981, SFCs borrowed 
a sum of Rs. 3.37 crores forming only 0.3 per cent of total funds of SFCs, 
which increased to Rs. 21.01 crores by March 1991 forming 0.3 per cent 
and further to Rs. 160.49 crores forming 1.2 per cent of the total 
resources of SFCs by March 1997. In absolute terms the importance of 
borrowings from State Governments increased continuously over the years, 
while in relative terms share of the State Governments remained constant 
during eighties but it increased during nineties from 0.3 per cent to 1.2 
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per cent . However, this reflects that SFCs do not rely much on State 
Governments to meet their financial requirements. 
Financial Opcratioins of SFCs 
Through their evergrowing and diversified activities, SFCs have 
come to occupy an important position in the institutional setup of industrial 
finance in the country. Cumulative financial assistance sanctioned by all 
SFCs upto March 1997, aggregatecl to Rs. 26,305.7 crores forming 7.1 per 
cent of the total assistance sanctioned by AFIs to the industrial sector. 
The actual assistance disbursed by SFCs amounted to Rs. 20,896.0 crores 
upto March 1997 representing 8.3 per cent of the total assistance 
disbursed by AFIs together and 79.4 per cent of the total assistance 
sanctioned by all SFCs. [ 
The assistance granted b^ all SFCs as a whole has shown a rising 
trend over the years. Table 6.2 shbws the annual assistance sanctioned and 
disbursed by all SFCs during 1980-97. Table clearly shows that there has 
I 
been continuous increase in the absolute amount of assistance sanctioned 
by SFCs except in the years 199^-93, 1993-94 and 1996-97. But the rate 
of increase of assistance has not; been uniform, ranging from a low of 
-21.1 per cent during 1996-97 to a very high rate of 40.4 per cent during 
1980-81. Assistance sanctioned by all SFCs during 1980-81 was Rs. 370.5 
crores, which increased to Rs. 1514.2 crores during 1989-90 and further 
to Rs. 3304.6 crores during 1996-97 showing an increase of 8.9 times over 
1980-81 level. Decadewise growjth shows that the average annual growth 
I 
rate during 1980-90 was 19.8 per cent which declined to . 14.7 per cent 
during 1990-97. Because of slow growth recorded in the sanctions of SFCs 
as compared to AFIs, the relative share of SFCs in the assistance of 
industries sanctioned by AFIs together has declined from 15.9 per cent by 
i 
March 1982 to 7.1 per cent by March 1997. This is not a desirable 
development as SFCs being regional institutions should play more active 
role in financing industrial concerns. 
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Source: Report on Development Banking in India, 1996-97. 
j 
Assistance disbursed by SFCs has increased continuously during 
1980-97 except in the year 1^96-97, though the rate of increase has 
varied from year to year. During 1980-81 all SFCs sanctioned an assistance 
of Rs. 248.0 crores, which inciieased to Rs. 1156.5 crores during 1989-
90 and further to Rs. 2678.4 ci-ores during 1996-97 showing an increase 
of 10.8 times over 1980-81 level. Decadewise growth rate shows that the 
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average annual growth rate during 1980-90 was 20.5 per cent which is 
little higher than the annual gro^yth rate in sanctions of SFCs i.e., 19.8 
per cent and declined to 14.4 per cent during 1990-97 which is even 
i 
less than the annual average growth rate in sanctions of SFCs during 1990-
97 i.e, 14.7 per cent. Likewise sanctions, the relative share of SFCs in 
the assistance of industries disburjSed by AFIs has declined from 15.9 per 
cent by March 1982 to 8.3 per bent by March 1997. 
Table 6.3 shows annual average of assistance sanctioned and 
disbursed by SFCs during 1980-97. 
Table 6.3: Annual Average of Assistance Sanctioned and Disbursed by SFCs (1980-97) 
(Per cent) 
_ _ _ j _ ^ _ _ _ _ ^ 
Period Assistance Sanctidned Assistance Disbursed 
1980-85 23,7 22.3 
1985-90 15.8 18.6 
1990-97 14.7 14^4 
r 
Source: Report on Development Banking in India, 1996-97. 
I 
Table 6.3 clearly sljows that annual average of assistance 
sanctioned and disbursed by SFCs has declined during 1980-97. Annual 
average of assistance sanctionedby SFCs declined continuously from 23.7 
per cent during 1980-85 to 15.8' per cent during 1985-90 and further to 
14.7 per cent during 1990-97. Likewise, annual average of assistance 
disbursed by SFCs declined continuously from 22.3 per cent during 1980-
85 to 18.6 per cent during 1985-90 and further to 14.4 per cent during 
1990-97. However, this is not a desirable development as SFCs being 
regional institutions should has^ e played more active role in financing 
industrial concerns. 
Composition of Assistance 
SFCs grant assistance to industrial concerns in different forms 
like rupee loans, underwriting/direct subscriptions and guarantees etc. 
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SFCs' financial assistance consist of following forms: 
(i) Rupee Loans, 
(ii) Underwriting/Direct Subscriptions, 
(iii) Guarantees, and 
(iv) Seed/Special Capital. 
Rupee loans constitute the single most important component of 
SFCs assistance. Upto March 1997, total rupee loans sanctioned by SFCs 
aggregated to Rs. 26,203.7 crores constituting 99.6 per cent of the 
total assistance sanctioned while actual disbursements of rupee loans 
amounted to Rs. 20,805.1 crores forming 99.6 per cent of the total 
assistance disbursed and 79.4 per cent of the total assistance sanctioned 
I 
by SFCs upto March 1997, All other forms accounted Rs. 102 crores 
forming only 0.4 per cent of the total assistance sanctiond by SFCs. This 
clearly reflects the importance of rupee loans in the total assistance 
sanctiond by SFCs over the years. 
i 
Performance of SFCs' Operations 
Through its various schemes, SFCs are strengthening the 
institutional structure of industrial finance in the country. The performance 
of SFCs can be analysed on the basis of following criteria. 
(1) Assistance to Small Scale Sector 
(2) Industrywise Assistance 
(3) Purposewise Assistance 
(4) Statewise Assistance 
(5) Assistance to Backward Areas 
(6) Sizewise Assistance 
(7) Special Capital Scheme 
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(1) Assistance to Small Scale Sector 
SFCs were established primarily to cater to the financial 
requirements of small and medium industries. In the early years of their 
operations SFCs did not pay adequate attention to meet the financial 
requirements of the small scale sector. For example, upto September 1967, 
SFCs sanctioned about 22 per ceht of their total assistance to the small 
scale sector. However, gradually they have stepped up their assistance 
to this sector specially since 1970-71. Now a substantial proportion of 
SFCs' assistance is going to small scale industries. Since their inception 
upto March 1997, out of the total assistance of Rs. 26,305.7 crores 
sanctioned to 647814 units by all iSFCs, assistance sanctioned to small scale 
sector amounted to Rs. 18,959i7 crores to 578457 units which formed 
72.1 per cent of total sanctions and 89.3 per cent of total number of 
units assisted by SFCs. Actual assistance disbursed by SFCs to small scale 
sector aggregated to Rs. 15,732.2 crores representing 75.3 per cent of 
total assistance. 
Table 6.4 gives the details of the annual assistance sanctiond by 
SFCs to small scale sector during 1980-97. It shows that assistance 
sanctiond to small scale sector has continuously increased. During 1980-
81 assistance sanctioned to small scale sector by SFCs was Rs. 273.60 
crores which increased to Rs. 1263.93 crores during 1989-90 and further 
to Rs. 2102.0 crores during 1996-97 indicating an increase of 7.7 times 
over 1980-81 level. Though the yearwise sanctions has increased at varying 
rates but they show a steadily rising trend during 1980-97 except in the 
years 1992-93, 1993-94 and 1996-97. Because of an increasing assistance 
to small scale sector, its relative share in the overall assistance of SFCs 
during 1980-90 stood at 80.6 per cent, but it declined to 74.3 per cent 
during 1990-97. 
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Source: Report on Development Banking in India, various issues. 
Note: Figures in brackets indicate number of units assisted. 
SSIs - Small Scale Industries. 
SRTOs - Small Road Transport Operators. 
SSS - Small Scale Sector. 
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An important feature of SFCs' assistance to small scale sector 
is that a sizeable amount of its total sanctions has gone to the Small Road 
Transport Operators (SRTOs). Out of the total assistance of Rs. 18,959.7 
crores sanctioned to small scale sector by the end of March 1997, an 
amount of Rs. 2142.3 crores was sanctioned to 124265 SRTOs, 
representing 8.9 per cent of total sanctions of small scale sector, while 
remaining Rs. 16,817.4 crores constituting 91.1 per cent was sanctioned 
to 454152 small scale industrial units. 
The shift in favour of assistance to small scale sector after 1970 
has been the cumulative result of host of factors and deliberate policies 
pursued by Government, RBI, IDBI and SFCs. SFCs have considerably 
liberalised the terms of lending to this sector such as requirements of 
margin, rate of interest and period of loan, etc.. The policy of opening 
up of branches adopted by them has also helped to step up assistance to 
such enterprises. State Governments have also provided special incentives 
and concessions to small scale industries including subsidies which have 
also helped to encourage small scale sector. It is due to the above policy, 
the total amount of assistance sanctiond to small scale sector has increased 
from Rs. 1597.47 crores to 133745 units by the end of March 1982 
constituting 67.2 per cent of the total assistance of SFCs to Rs. 18,959.7 
crores to 578457 units constituting 72.1 per cent of the total assistance 
by the end of March 1997. 
(2) Industrywise Assistance 
Assistance sanctiond by SFCs cover wide range of industries from 
artisan enterprises to units engaged in sophisticated lines of manufacture. 
j 
Cumulatively upto March 1997, services have been the largest beneficiary 
of the SFCs' assistance accounting 13.6 per cent of the total assistance 
(including 8.1 per cent of the total assistance sanctioned to SRTOs) 
followed by chemicals and chemical products 10.8 per cent, food products 
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ilO.l per cent , metal products 7.5 per cent , paper and basic metals 3.7 
per cent each. These seven industries together have accounted 60.3 per 
cent of total sanctions. Thus, more than half of the assistance of SFCs 
are concentrated to these seven industries. Shares of other industries were 
machinery 2.9 per cent, electrical and electronic equipment 2.6 per cent, 
rubber 1,9 per cent, cement and transport equipment 1.6 per cent each, 
electricity generation 0.7 per cent and all other industries together 28.1 
per cent by the end of March 1997. Table 6.5 gives the details of annual 
assistance sanctioned to different industries by SFCs during 1980-97 . 
Yearwise data shows that assistance sanctioned by SFCs has 
widely varied from year to year and from industry to industry during 1980-
97 leading to some important changes in the industrywise pattern of 
assistance sanctiond by SFCs. By the end of March 1982, food products 
were the largest beneficiary of the SFCs' assistance accounting 12.4 per 
cent of the total assistance df the SFCs followed by chemicals and 
chemical products, services, textiles, metal products and basic metals. The 
share of food products declined from 12.4 per cent by March 1982 to 
10,1 per cent by March 1997! Similarly, the shares of chemicals and 
chemical products declined from 12.3 per cent to 10.8 per cent , metal 
products from 8.5 per cent to 7.5 per cent , paper from 4.7 per cent 
to 3.7 per cent , basic metals from 5.2 per cent to 3.7 per cent, machinery 
from 5.3 per cent to 2.9 per cent and electrical and electronic equipment 
from 4.5 per cent to 2.6 per cent during the same period. On the other 
hand, the shares of services increased from 11.3 per cent to 14.6 per 
cent, rubber from 1.7 per cent to 1.9 per cent and cement from 1.1 per 
cent to 1.6 per cent during the same period. A significant feature of 
SFCs' assistance over the years has been the substantial increase in the 
share of 'other industries', from 17.5 per cent by the end of March 1982 
to 28.1 per cent by the end of March 1997 indicating broadening in the 
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3. Purposewise Assistance 
SFCs grant assistance not only for establishing of new projects 
but also to the existing projects for their expansion, diversification and 
modernization, etc. purposes. It also grants supplementary assistance to 
industrial concerns for various purposes. Table 6.6 gives the purposewise 
assistance sanctioned by SFCs Upto March 1997. 
Table 6.6: Purposewise Assistance Sanctioned by SFCs (upto March 1997) 
Purpose Assistance Sanctioned Percentage 
(Rs. crores) of Total 
1. New Projects 19580.1 74.4 
2. Expansion/Diversification 4771.7 18.1 
3. Modernisation/Renovation 413.7 1.6 
4. Others 1540.2 5.9 
Cumulative upto March 1997 26305.7 100.0 
Source: Report on Development Banking in India, 1996-97. 
It is evident from table 6.6 that new projects have received the 
major share in the total assistance sanctioned by SFCs. As by the end of 
March 1997, all SFCs have sanctioned an assistance of Rs. 19,580.1 crores 
representing 74.4 per cent of the total assistance sanctioned to the new 
projects. On the other hand, assistance for expansion/diversification of 
existing projects aggregated to Rs. 4771.7 crores representing 18.1 per 
cent of total sanctions, while assistance for modernisation/renovation 
purposes stood at Rs. 413.7 crores forming 1.6 per cent of the total 
assistance sanctioned by all SFCs. Besides these, another sum of Rs. 1540.2 
crores forming 5.9 per cent of the total assistance was also sanctioned 
to existing projects as supplementary assistance. Thus, only 25.6 per cent 
of the total assistance of SFCs has gone to the existing projects, while 
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74.4 per cent of their assistance has gone to new projects. This reflects 
that SFCs are taking greater interest in the establishment of new projects 
than assisting the existing projects for their expansion, diversification or 
modernisation purposes. 
(4) Statewiise Assistance 
As mentioned above, at present there are 18 SFCs operating in 
the country. The performance of different SFCs, however, has varied from 
one another and from year to year. Table 6.7 shows the annual assistance 
sanctioned by different SFCs during 1980-97. Table clearly shows that 
assistance sanctioned by different SFCs has increased during 1980-97, but 
growth rate has been different for different SFCs in different years. 
Statewise distribution of assistance sanctiond by SFCs shows considerable 
concentration among few States. By March 1997, Karnatka got the highest 
share of 13.6 per cent followed by Maharashtra 12.7 per cent, Tamil Nadu 
12.5 per cent, U.P. 10.7 per cent and Gujrat 10.6 per cent. These five 
States together accounted 60.1 per cent of total sanctions of SFCs. Of 
these only U.P. is relatively backward State, while remaining are developed 
States. Shares of other States were Andhra Pradesh 6.7 per cent, Rajasthan 
5.5 per cent, Haryana 4.7 per cent, Kerala 4.6 per cent , Punjab 3.3 per 
cent, Orissa 3 2 per cent, M.P. and Bihar 2.9 per cent each. West Bengal 
2.3 per cent, Delhi 1.8 per cent, Jammu and Kashmir 1.2 per cent, 
Himachai Pradesh 0.8 per cent and Assam 0.4 per cent in the same period. 
A notable feature is that there has been significant changes in 
the relative shares of different SFCs during 1980-97. The shares of SFCs 
of developed States like Maharashtra, Gujrat and West Bengal have 
declined. For instance, the share of Maharashtra SFC which accounted 
14.2 per cent of total sanctions upto March 1982 has declined to 12.7 
per cent by March 1997. Similarly, the share of Gujrat declined from 11.5 
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cent, Assam from 0.8 per cent to 0.4 per cent, Bihar from 6.3 per cent 
to 2.9 per cent, Himachal Pradesh from 1.4 per cent to 0.8 per cent, 
Jammu and Kashmir from 1.8 per cent to 1.2 per cent, Orissa from 5.4 
per cent to 3,2 per cent, Rajasthan from 6.9 per cent to 5.5 per cent 
and West Bengal from 3.2 per cent to 2.3 per cent during the same 
period. On the other hand, shares of SFCs of some backward States such 
as U.P. and M.P. have increased. For instance, the share of U.P. increased 
from 8.4 per cent by March 1982 to 10.4 per cent by March 1997. 
Similarly, the share of MP. increased from 2.8 per cent to 2.9 per cent, 
Delhi from 1.6 per cent to 1.8 per cent, Haryana from 3.2 per cent to 
4.7 per cent, Karnatka from 5.5 per cent to 13.6 per cent, Kerala from 
3.6 per cent to 4.6 per cent and Tamil Nadu from 9.6 per cent to 12.5 
per cent during the same period. 
However, one disappointing feature of SFCs^ assistance to 
different States is that the shares of some of the backward States such 
as Bihar, Assam, Andhra Pradesh, Orissa and Rajasthan have declined, 
while the shares of some of the developed States such as Karnatka, Tamil 
Nadu, Delhi and Haryana have increased during the same period. Thus, 
despite of some reduction in the degree of regional concentration in SFCs' 
assistance, still situation is not satisfactory as it continues to be 
concentrated in few States specially developed States. SFCs should further 
reduce regional concentration of assistance by providing greater assistance 
to relatively backward States and reducing assistance to relatively 
developed States. 
(5) Assistance to Backward Areas 
An important feature of the operational policies of the SFCs, 
which is of great economic significance, is their attempt to promote a more 
balanced regional distribution of industrialization. For this purpose, SFCs 
in accordance with national priorities, have been providing an increasing 
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share of their assistance to the projects located in areas identified by the 
Government as industrially backward. To accelerate the industrial 
development of backward areas, SFCs have worked out a preferential 
scheme of concessional assistance under which they have been adopting 
measures such as soft loans at reduced margins, concessional rate of 
interest, reduction in service charges, processing and legal fee, etc. and 
longer grace period and so on. Moreover, IDBI provides liberal refinance 
to SFCs in respect of their loans to enterprises in backward areas at 
concessional rate. Over the years, there has been sizeable increase in the 
financial assistance sanctioned by SFCs to industrial units located in 
backward areas. Cumulative assistance sanctioned by SFCs to the projects 
located in the backward areas amounted to Rs. 11,615.1 crores constituting 
44.2 per cent of the total assistance sanctioned by SFCs by the end of 
March 1997. Actual assistance disbursed amounted to Rs. 100,45.4 crores 
constituting 48.1 per cent of the total assistance disbursed by SFCs. Table 
6.8 gives yearwise assistance sanctioned by SFCs to projects located in 
identified backward areas during 1980-97. 
The table shows that there has been continuous increase in the 
absolute amount of assistance sanctioned to projects located in backward 
areas except in the years 1987-88, 1992-93 and 1993-94. Assistance 
sanctioned to backward areas by SFCs was Rs. 193.81 crores during 1980-
81 which increased to Rs. 757.37 crores during 1989-90 and further to 
Rs. 1532.9 crores during 1996-97 showing an increase of 7.9 times over 
1980-81 level. Assistance sanctioned to backward areas by March 1982 
was Rs. 1082.17 crores constituting 45.5 per cent of the total assistance 
sanctioned by SFCs which increased to Rs. 5066.5 crores forming 50.3 
per cent by March 1990 and further to Rs. 11,615.1 crores constituting 
44.2 per cent of the total assistance by March 1997. Thus, the relative 
share of assistance sanctioned to backward areas increased during eighties 
but declined during nineties. 
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Table 6.8 ; Assistance Sanctioned to Backward Areas by SFCs (1980-97) 
Year Assistance Sanctioned Percentage of Total 
(Rs. crores) Assistance 
1980-81 193.81 52.3 
1981-82 232.60 45.6 
1982-83 278.71 38.0 
1983-84 322.65 50.0 
1984-85 407.37 54.8 
1985-86 564.88 56.0 
1986-87 682.11 56.3 
1987-88 674.37 52.5 
1988-89 754.97 54.2 
1989-90 757.37 49.1 
1990-91 863.90 46.3 
1991-92 976.60 44.6 
1992-93 846.90 42.0 
1993-94 742.50 38.9 
1994-95 1106.60 40.9 
1995-96 1501.20 35.8 
1996-97 1532.90 46.4 
Cumulative upto 11615.10 44.2 
March 1997 
Source: Report on Development Banking in India, various issues. 
Performance of different SFCs reflect that Karnatka Financial 
Corporation has contributed largest share of 13.4 per cent in the total 
assistance sanctioned to backward areas by the end of March 1997 
followed by SFCs of U.P. 13.3 per cent, Tamil Nadu 11.1 per cent, Andhra 
Pradesh 8.1 per cent, Maharashtra 7.9 per cent, Gujrat 7.8 per cent and 
Rajasthan 7.7 per cent. SFCs of these seven States together accounted 
69.3 per cent of the total assistance sanctioned to backward areas. 
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remaining eleven SFCs contributed only 30.7 per cent of the total 
assistance sanctioned to backward areas. Shares of other States were, 
Kerala 4.9 per cent , M.P. 4,4 per cent. West Bengal 4.1 per cent, Bihar 
3.5 per cent, Haryana and Punjab 3.1 per cent each, Jammu and Kashmir 
2,7 per cent, Orissa 2,3 per cent, Himachal Pradesh 1,7 per cent and 
Assam 0,9 per cent in the total assistance sanctioned to backward areas 
by the end of March 1997, However, assistance sanctioned to backward 
areas shows considerable concentration among few developed and large 
States like Karnatka, U.P., Andhra Pradesh, Tamil Nadu, Maharashtra, 
Gujrat and Rajasthan, Concentration of assistance in seven SFCs is 
basically due to the fact that these are SFCs from relatively larger States, 
SFCs of smaller States have accounted lower share. 
A notable feature is that total assistance sanctioned by SFCs 
of Assam, Himachal Pradesh and Jammu and Kashmir have gone 
exclusively to the backward areas, while SFCs of West Bengal sanctioned 
80.9 per cent of its assistance to backward areas followed by MP. 67.6 
per cent, Rajasthan 61.6 per cent, U.P. 55.4 per cent, Andhra Pradesh 
53.2 per cent, and Bihar 53.1 per cent by March 1997. On the other hand, 
SFCs of Karnatka, Kerala, Punjab, Tamil Nadu, Gujrat, Haryana, Orissa 
and Maharashtra have sanctioned an assistance ranging from 27.9 per cent 
to 43.5 per cent of the total assistance to backward areas. This clearly 
shows that a substantial proportion of the assistance of SFCs of relatively 
backward States have gone to the identified biackward areas which is a 
desirable trend and should be continued to achieve the balanced regional 
development of the country. 
However, we notice some significant changes in the distribution 
of assistance sanctioned to backward areas by SFCs during 1980-97. There 
has been sharp increase in the share of Karnatka from 5.8 per cent by 
the end of March 1982 to 13.4 per cent by the end of March 1997. 
Similarly, shares of other States like U.P. increased from 9.4 per cent 
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to 13.3 per cent, Tamil Nadu from 10.2 per cent to 11.1 per cent, Haryana 
from 2.9 per cent to 3.1 per cent, Kerala from 3.6 per cent to 4.9 per 
cent, M.P. from 4.2 per cent to 4.4 per cent, Punjab from 3.0 per cent 
to 3.1 per cent and West Bengal from 3.5 per cent to 4.1 per cent during 
the same period. On the other hand, shares of States like Andhra Pradesh 
declined from 10.2 per cent to 8.1 per cent, Assam from 1.2 per cent to 
0.9 per cent, Bihar from 6.3 to 3.5 per cent, Gujrat from 10.9 per cent 
to 7.8 per cent, Himachal Pradesh from 2.7 per cent to 1.7 per cent, Jammu 
and Kashmir from 3.9 per cent to 2.7 per cent, Maharashtra from 11 per 
cent to 7.9 per cent, Orissa from 2.9 per cent to 2.3 per cent and Rajasthan 
from 8.4 per cent to 7.7 per cent during the same period. Thus, we can 
say that though some decline in the concentration of assistance among few 
States has taken place, but still situation is not very much satisfactory. 
SFCs should provide greater part of its assistance meant for backward areas 
on a priority basis to achieve balanced industrial development of the 
country. 
(6) Sizewise Assistance 
SFCs have granted assistance to industrial enterprises in varying 
amounts of different sizes. Sizewise cumulative assistance sanctioned by 
SFCs, upto the end of March 1997, are shown in table 6.9. 
Table 6.9 shows that the maximum number (35.8 per cent) of total 
assisted units were granted assistance in the size range of upto Rs. 50,000, 
though amount was only 2.3 per cent of the total assistance. On the other 
hand, only 6.3 per cent of the total number of units were sanctioned 
assistance in the size range of Rs. 10,00,001 to Rs. 30,00,000, but they 
received maximum share of 25.9 per cent in the total sanctions of SFCs. 
The table clearly shows that more than half (63.3 per cent) of the SFCs' 
assistance sanctioned upto March 1997, were in the size range of Rs. 10 
lakhs to 90 lakhs, while they accounted only 9.5 per cent of the total 
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number of units assisted by SFCs. On the other hand, 90.5 per cent of total 
assisted units, in the size range of less than Rs. 10 lakhs got 36.7 per cent 
share in the total assistance of SFCs. In recent years, assistance sanctioned 
by SFCs has increased in the size range of above Rs. 10 lakhs. For instance, 
by the end of March 1990, only 6 per cent of the total number of units assisted 
by SFCs were in the size range of 10 lakhs or above. However, it increased 
to 9.5 per cent by the end of March 1997. This is partly due to inflationary 
rise in prices particularly since 1990-91 and partly due to the desire of SFCs 
to grant assistance in large sums of industrial enterprises. 
Table 6.9: Sizewise Assistance Sanctioned by SFCs (Cumulative upto end March 1997) 
S.No. Size of Assistance 
1. Upto Rs. 50,000 
2. Rs. 50,001-1,00,000 
3. Rs.1,00,001-5,00,000 
4. Rs. 5,00,001-10,00,000 
5. Rs. 10,00,001-30,00,000 
6. Rs. 30,00,001-60,00,000 






































647814 26305.7 100.0 100.0 
Source: Report on Development Banking in India, 1996-97. 
(7) Special Capital Assistance 
The SFCs have been operating since 1976, a scheme for 
extending equity type of assistance to such entrepreneurs who possess the 
necessary skill but do not have adequate means to provide the necessary 
equity funds for their ventures. Under the special capital assistance scheme 
SFCs extend equity type support of Rs. 4 lakhs to bridge the gap in equity 
or promoters' contribution to those persons who have feasible project ideas 
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but lack adequate funds. The funds for the scheme are provided in equal 
proportion by SIDBI and the State Government concerned. All types of 
industrial concerns are eligible for the assistance, preference being given 
to technicians and units coming up in less developed areas. Special capital 
assistance by SFCs are shown in table 6.10. 
Table 6.10 : Trends in Special Capital Assistance(1980-97) 
(Rs. crores) 
Year Special Capital Special Capital Special Capital 


















Cumulative upto 57.6 85.5 61.3 
March 1997 




































Table 6.10 shows that special capital assistance sanctioned by 
SFCs by the end of March 1997 aggregated to Rs. 85.5 crores, while the 
actual disbursements was Rs. 61.3 crores forming 71.7 per cent to total 
special capital sanctioned by SFCs. However, special capital assistance 
sanctioned by SFCs increased from Rs. 8.19 crores by the end of March 
1982 to Rs. 57.64 crores by the end of March 1990 and further to Rs. 
85.5 crores by the end of March 1997 showing an increase of 10.4 times 
over 1982 level. 
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CHAPTER - VII 
ANALYSIS OF AFIs 
At present, in India, we have a fairly well developed institutional 
framework to cater to the financial requirements of the industrial sector, 
specially of medium and long-term finances. Beginning with the setting up 
of IFCI in 1948, the structure of financial institutions in India have been 
so greatly diversified and strengthened that at present a battery of such 
institutions has come into being, with the ability to supply finances to a 
variety of enterprises in diverse forms. This chapter examines the role 
of all financial institutions (APIs)' in industrial finance of India and their 
comparative analysis. 
With the variegated structure, the financial institutions have 
played a significant part in the industrial finance of India and have emerged 
as the backbone of the financial system. Their role falls into two broad 
groups: 
(1) Quantitative role, and 
(2) Qualitative role. 
Quantitative Role of Financial Institutions 
The term quantitative refers to the magnitude of funds provided 
by AFIs to industrial enterprises. The magnitude of industrial finance by 
AFIs has indeed been considerable. In fact, they have outgrown their 
supplementary character of suppliers of funds as 'gap fillers' and have 
assumed the character of normal financing agencies. The remarkable growth 
of financial institutions, as a source of finance for Indian industry is shown 
by the trend in the volume of assistance sanctioned as well as contribution 
to financing industrial development. 
1. It includes IDBI, IFCI, ICICI, SIDBI, HBI, RCTC, TDICI, TFCI, LIC, UTI, 
GIC, SFCs and SIDCs. 
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Financial Operations of AFIs 
The operations of AFIs in the form of assistance sanctioned and 
disbursed was modest during the decades of fifties and sixties particularly 
upto 1972. But in the post 1972 period, there has been phenomenal growth 
in the assistance sanctioned and disbursed by AFIs. During eighties and 
nineties, financial institutions operating at national and State levels have 
emerged as a significant source of term-finance to the industrial sector. 
Upto March 1997, cumulative financial assistance sanctioned by AFIs 
aggregated to Rs. 3,69,276.5 crores, while the actual disbursements was 
Rs. 2,52,933.3 crores forming 68.5 per cent of the total assistance 
sanctioned by AFIs. Table 7.1 shows the annual assistance sanctioned and 
disbursed by AFIs during 1980-97. 
Table 7.1 shows that there has been substantial increase in the 
assistance sanctioned by AFIs during 1980-97. Total assistance sanctioned 
by AFIs during 1980-81 was Rs. 2926.9 crores which increased to Rs. 
11,400.81 crores during 1989-90 and further to Rs. 55,736.6 crores during 
1996-97 showing 19 times increase over 1980-81 level. Table clearly shows 
that assistance sanctioned by AFIs has continuously increased during 1980-
97 except in the year 1996-97. Though yearwise assistance sanctioned by 
AFIs has not increased at an uniform rate, but we find steadily increasing 
trend over the years. 
Likewise sanctions, assistance disbursed by AFIs has also 
increased substantially over the years. Table 7.1 shows that assistance 
j 
disbursed by AFIs during 1980-81 was Rs. 1847.9 crores which increased 
to Rs. 9639,7 crores during 1989-90 and further to Rs. 42,066.8 crores 
during 1996-97 showing 22.8 jtimes increase over 1980-81 level. Table 
clearly shows that assistance disbursed by AFIs has continuously increased 
during 1980-97. Though yearwise assistance disbursed by AFIs has not 
increased at a uniform rate, but we find steadily increasing trend over 
the years. 
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Table 7.1 : Assistance Sanctioned and Disbursed by AFIs (1980-97) 
(Rs. crores) 























































Source: Report on Development Banking in India, 1996-97. 
Because of high rate of growth, the annual average of assistance 
sanctioned and disbursed by Alils has also increased during 1980-97, which 
is evident from table 7.2. 
Table 7.2 shows that annual average of assistance sanctioned by 
j 
AFIs has increased continuously during 1980-97. Annual average of 
assistance sanctioned by AFIs increased from 18.0 per cent during 1980-
188 
85 to 21.1 per cent during 1985-90 and further to 23.1 per cent during 
1990-97. Likewise, annual average of assistance disbursed by AFIs 
increased from 18.8 per cent during 1980-85 to 22.0 per cent during 
1985-90 and further to 23.9 per cent during 1990-97. Thus, both in 
absolute as well as in relative terms assistance sanctioned and disbursed 
by AFIs has increased over the years. Despite substantial growth of capital 
market leading to sharp increase in the funds raised directly from the 
capital market, financial institutions still constitute the most important 
source of funds to the industrial sector. In fact, financial institutions have 
emerged as the single most important source of finance to industrial sector. 
Table 7.2: Annual Average of Assistance Sanctioned and Disbursed by AFIs (1980-97) 
(Per cent) 
Period Assistance Assistance 
Sanctioned Disbursed 
1980-85 r8~0 i T s 
1985-90 21.0 22.0 
1990-97 23.1 23.9 
Source: Report on Development Banking in India, 1996-97. 
Composition of Assistance 
Assistance granted by AFIs basically consists of following three 
forms; 
(1) Loans, 
(2) Underwriting and Direct Subscriptions, and 
(3) Guarantees. 
(1) Loans 
A major part of the assistance sanctioned by AFIs was in the 
form of term-loans. Upto March 1997, AFIs sanctioned an assistance of 
189 
Rs. 2,83,957.5 crores in the form of loans which constituted 76.9 per 
cent of the total assistance sanctioned by APIs. Loans sanctioned by APIs 
consist of rupee loans as well as foreign currency loans. As by the end 
of March 1997, total rupee loans sanctioned by APIs were Rs. 2,44,938.0 
crores constituting 66.3 per cent of total sanctions, while foreign currency 
loans sanctioned were Rs. 39,019.5 crores forming 10.6 per cent of total 
sanctions. A break-up of total loans shows that 86.3 per cent of the total 
loans was in the form of rupee loans, while foreign currency loans were 
13.7 per cent of the total loans sanctioned by APIs. Thus, rupee loans 
constitute the major form of assistance by APIs. Actual disbursements of 
loans upto March 1997, amounted to Rs. 2,05,803.1 crores forming 81.4 
per cent of the total resources disbursed by APIs and 72.5 per cent of 
total loans sanctioned by APIs (consisting of Rs. 1,78,505.2 crores in the 
form of rupee loans and remaining Rs. 2797.9 crores in the form of foreign 
currency loans). There has been remarkable increase in the amount of loans 
sanctioned by APIs over the years. Upto March 1982, APIs sanctioned an 
assistance of Rs. 12,769.65 crores in the form of loans which constituted 
90.4 per cent of the total assistance sanctioned by APIs. Of which Rs. 
11,715.99 crores forming 82.9 per cent of total sanctions were in the 
form of rupee loans and Rs. 1053.6 crores forming 7.5 per cent were 
in the form of foreign currency loans. The amount of loans sanctioned by 
APIs increased to Rs. 68,756.0 crores forming 86.6 per cent of the total 
assistance sanctioned by the end of March 1990. Of this Rs. 61,173.9 crores 
forming 77.1 per cent of total sanctions were in the form of rupee loans, 
while Rs. 7582.13 crores forming 9.5 per cent of total sanctions were 
in the form of foreign currency loans. This shows that the amount of 
loans sanctioned by APIs increased by 5.4 times during 1982-90. Purther, 
the amount of loans increased to Rs. 2,83,957.5 crores forming 76.9 per 
cent of total sanctions by APIs by the end of March 1997 (showing 4.1 
times increase over 1990 level). However, it clearly explains that there 
has been substantial increase in the absolute share of loans sanctioned by 
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APIs over the years. But, in relative terms the share of loans sanctioned 
by APIs declined continuously from 90.4 per cent by the end of March 
1982 to 86.6 per cent by the end of March 1990 and further to 76.9 
per cent by the end of March 1997. At the same time it also reveals that 
the share of rupee loans in total sanctions by APIs declined from 82.9 
per cent to 77.1 per cent and further to 63,9 per cent during the same 
period, while the share of foreign currency loans in total sanctions by APIs 
increased from 7.5 per cent to 9.5 per cent and further to 10.6 per cent 
during the same period. This shows that APIs in India are increasingly 
meeting the foreign exchange requirements of the Indian industries. 
(2) Underwriting and Direct Subscriptions 
APIs have been playing very important role in the development 
of capital market in India. The capital market activity of the APIs is 
primarily in the form of underwriting of capital issues. Total assistance 
sanctioned by APIs in the form of underwriting and direct subscriptions 
amounted to Rs. 68,006.5 crores forming 18.4 per cent of the total 
assistance sanctioned by APIs upto March 1997. As against this, actual 
disbursements aggregated to Rs. 45,202.1 crores forming 17.8 per cent of 
total disbursements. However, there has been remarkable increase in the 
amount of underwriting and direct subscriptions over the years. By the end 
of March 1982, the total assistance in the form of underwriting and direct 
subscriptions was Rs. 1350.9 crores forming 9.6 per cent of total 
sanctions. It increased to Rs. 9490.08 crores forming 12 per cent of total 
sanctions (showing more than 7 times increase over 1982 level) by the end 
of March 1990 and further to Rs. 68,006.5 crores forming 18.4 per cent 
of total sanctions (showing 7.2 times increase over 1990 level) by the end 
of March 1997. Thus, both in absolute as well as in relative terms the 
share of underwritings increased continuously over the years. This is a 
healthy development reflecting increasing underwriting assistance granted 
by APIs. 
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Despite small share of underwriting and direct subscriptions in 
relation to total assistance to industry, APIs constitute the single most 
important underwriting group in the new issue market in India and can 
appropriately be designated as the backbone of the underwriting system 
in India, ICICI has played a special role in this field. A notable feature 
of underwriting operations of APIs is that it is consistent with their 
theoretical conception of a developmental agency. They have not been 
adversely affected by the depressed conditions in the market but they have 
made special efforts to support new issues at times when other underwriters 
tend to withdraw from the market^ They have also supported issues of 
risk, capital and new entrepreneurs . APIs have undertaken higher 
underwriting in small issues of capital and neglected issues associated with 
leading business groups. The role of financial institutions in underwriting 
should be judged not simply by the amount underwritten by them. Their 
participation lends prestige to the issues and conveys to the investors an 
implicit guarantee regarding the soundness of an issue. However, role of 
financial institutions in underwriting needs to be further expanded so that 
a good part of their assistance is granted by way of underwriting and 
direct subscriptions to the industrial ventures. This will help in the long-
run and sustained industrial development of the country. 
(3) Guaranitees 
APIs also finance industries through guarantees, but its role is 
limited. Upto March 1997, APIs have sanctioned an assistance of Rs. 
17,288.5 crores forming 4.7 per cent of total sanctions by way of 
guarantees, against which disbursements amounted to Rs. 1904.1 crores 
forming only 0.8 per cent of total assistance disbursed by APIs. Thus, 
assistance by way of guarantees by the financial institutions is very small. 
However, the importance of guarantees increased during nineties. By the 
2. Khan, M.Y., op.cit., p. 210. 
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end of March 1990, APIs sanctioned an assistance of Rs. 1129.55 crores 
constituting only 1.4 per cent of total sanctions by way of guarantees 
but increased to Rs. 17,288.5 crores forming 4.7 per cent of total 
sanctions by the end of March 1997 (showing 15.3 times increase over 
1990 level). This is a desirable development. However, financial 
institutions can do a great service in industrial finance by guaranteeing 
loans of industrial concerns. They should expand their activities in this 
regard and take active part in guaranteeing loans of industrial concerns 
in future. 
Performance of AFls' Operations 
The performance of APIs can be analysed on the basis of same 
criteria as follows: 
(1) Sectorwise Assistance 
(2) Industrywise Assistance 
(3) Purposewise Assistance 
(4) Statewise Assistance 
(5) Assistance to Backward Areas 
(1) Sectorwise Assistance 
A notable feature of operations of APIs is that they provide 
assistance to all sectors of the industries. APIs provide assistance to 
projects in the following sectors; 
(i) Private Sector; 
(ii) Public Sector; 
(iii) Joint Sector; and 
(iv) Cooperative Sector. 
Table 7.3 gives the yearwise assistance sanctioned by APIs to 
different sectors during 1980-97. 
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Table 7.3: Sectorwise Assistance Sanctioned by AFIs (1980-97) 
(Rs. crores) 











































































































18287.00 5009.90 290201.10 356884.60 
Source: Report on Development Banking in India, various issues. 
(1) Assistance to Private Sector 
Private sector has been the largest recipient of assistance from 
the financial institutions. Upto March 1997, AFIs sanctioned an assistance 
of Rs. 2,90,201.10 crores to the private sector forming 81.3 per cent 
of the total assistance sanctioned by AFIs, while actual disbursements 
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amounted to Rs. 1,97,216 30 crores forming 81.3 per cent of the total 
assistance disbursed by APIs. Thus, more than 80 per cent of the total 
assistance of financial institutions has gone to the private sector. Greater 
assistance by financial institutions to the private sector will help to 
accelerate the pace of industrial development in the country. Annual data 
since 1980-81 shows that there has been continuous increase in the 
absolute amount of assistance sanctioned by APIs to the private sector 
except in the year 1996-97, However, in relative terms, the share of private 
sector in the total sanctions declined from 77.2 per cent by March 1982 
to 74.1 per cent by March 1990 but increased to 81.3 per cent by March 
1997. Thus, during eighties share of private sector declined but during 
nineties there has been tremendous increase in the share of private sector. 
This clearly reflects that financial institutions are increasingly meeting 
requirements of the private sector. 
(ii) Assistance to Public Sector 
Public sector projects have been the second largest beneficiary 
of assistance from the financial institutions next to the private sector. 
APIs have sanctioned an assistance of Rs. 43,386.60 crores by the end 
of March 1997 forming 12 2 per cent of the total sanctions, while actual 
disbursements amounted to Rs. 30,237.60 crores forming 12.5 per cent of 
total disbursements. Annual data since 1980-81 shows that assistance 
sanctioned to public sector has not increased at a consistent rate, rather 
there has been wide fluctuations from year to year. However, relative share 
of public sector in total sanctions increased from 11.2 per cent by March 
1982 to 15.5 per cent by March 1990. This reveals that during eighties 
financial institutions have paid greater attention to the financing of projects 
in the public sector. But the share of public sector declined to 12.2 per 
cent by March ^997 showing that financial institutions have paid less 
attention to the financing of projects in the public sector and more 
attention to other sectors, particularly to the private sector projects. 
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(iii) Assistance to Joint Sector 
Joint sector projects have also been getting assistance from 
financial institutions but its share has been very low. Total assistance 
sanctioned to the joint sector projects by the end of March 1997 
aggregated to Rs. 18,287.0 crores forming 5.1 per cent of total sanctions 
by APIs, while actual disbursements amounted to Rs. 12,015,0 crores 
forming 4.9 per cent of total disbursements. Annual data since 1980-81 
shows large fluctuations in the assistance sanctioned to the joint sector. 
However, relative share of joint sector in the total sanctions increased from 
4.1 per cent by March 1982 to 7.7 per cent by March 1990 but declined 
to 5.1 per cent by March 1997. Thus, during eighties share of joint sector 
has increased, while during nineties its share has declined. 
(iv) Assistance to Cooperative Sector 
Financial institutions have also granted assistance to the 
cooperative sector. Upto March 1997, APIs sanctioned an assistance of Rs. 
5009,9 crores forming only 1.4 per cent of total sanctions, while actual 
disbursements amounted to Rs, 3234.4 crores forming only 1.3 per cent 
of total disbursements. Like public and joint sectors, yearwise assistance 
sanctioned to the cooperative sector has also varied from year to year. 
However, in relative terms there has been continuous decline in the share 
of the cooperative sector over the years. Share of the cooperative sector 
declined from 7.4 per cent of total sanctions by March 1982 to 2,7 per 
cent by March 1990 and further to 1,4 per cent by March 1997, This is 
not a healthy development. In India, where large inequality of income 
and wealth is existing, industrial development through cooperatives can 
play a very important role in the redistribution of income in favour of poor 
people. Taking this social aspect into account, financial institutions should 
increase their assistance to the projects in the cooperative sector. 
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2. Industrywise Assistance 
Assistance granted by APIs has spread over a wide spectrum of 
industries ranging from basic and capital goods industries like chemicals, 
basic metals , machinery, etc., to consumer goods industries like food 
products, textiles and services, etc. As upto March 1997, chemicals and 
chemical products have got the highest share of 14.9 per cent of the total 
sanctions followed by services 13.9 per cent, textiles 10.5 per cent, 
electricity generation 9.2 per cent and basic metals 8.4 per cent. These 
five industries accounted 55.9 per cent of total sanctions. Shares of other 
industries were electrical and electronic equipment 5.2 per cent, machinery 
4.5 per cent, food products 4.2 per cent, cement 4.0 per cent, metal 
products 3.6 per cent, transport equipment 3.5 per cent, fertilizers 3.4 
per cent, paper 2.7 per cent, rubber 1.1 per cent, and other industries 11.5 
per cent in the same period. Table 7.4 gives yearwise data showing 
assistance sanctioned to different industries during 1980-97. 
Yearwise data shows that assistance sanctioned by APIs has 
widely varied from year to year and from industry to industry during 1980-
97 leading to some important changes in the industrywise pattern of 
assistance by APIs. For example upto March 1982, textiles industry was 
the largest recipient of assistance from APIs with a share of 16.3 per 
cent which declined to 10.5 per cent by March 1997. On the other hand, 
share of chemicals and chemical products increased sharply from 4.7 per 
cent by March 1982 to 14.0 per cent by March 1997. Other industries 
whose shares declined are, food products from 6.9 per cent to 4.2 per 
cent, paper from 6.2 per cent to 2.7 per cent, rubber from 17 per cent 
to 1.1 per cent, fertilizers from 4.0 per cent to 3.4 per cent,cement from 
5.2 per cent to 4.0 per cent and machinery from 10.5 per cent to 4.5 per 
cent during the same period. Similarly, some industries have recorded 
increase in their shares of the total assistance sanctioned by APIs. 
Industries whose shares increased are, basic metals from 5.9 per cent 
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to 8.4 per cent, metal products from 2.3 per cent to 3.6 per cent, electrical 
and electronic equipment from 3.5 per cent to 5.2 per cent, electricity 
generation from 4.1 per cent to 9.2 per cent, services from 10.1 per cent 
to 13.9 per cent and others from 8.9 per cent to 11.5 per cent during 
the same period. Thus, during 1980-97, there has been changes in the 
industrywise distribution of assistance sanctioned by APIs. 
Annual details of industrywise assistance sanctioned by APIs do not 
show a consistent trend. In fact, there has been large fluctuations in the 
assistance sanctioned to different industries from one year to another during 
1980-97. Industries where assistance has widely fluctuated are food products, 
textiles, paper, rubber, fertilizers, cement and machinery. This is not a desirable 
trend, as it adversely affects industrial development in general and concerned 
industry in particular. This tendency must be checked. 
3. Purposewise Assistance 
Financial institutions play important role in the industrial finance of 
the country not only by financing new projects but also by financing existing 
projects for their expansion, diversification, modernization and renovation 
purposes. They also grant supplementary assistance to industrial concerns for 
various purposes. Table 7.5 gives the purposewise assistance sanctioned by 
APIs upto March 1997. 
Table 7.5; Purposewise Assistance Sanctioned by AFIs (Upto March 1997) 
S.No. Purpose Assistance Percentage 
Sanctioned of Total 
(Rs. crores) 
1. New Projects 
2. Expansion/Diversification 
3. Modernization/Renovation 
4. Supplementary Assistance 
Cumulative upto March 1997 356884.6 100.0 










It is evident from table 7.5 that upto March 1997, 40.3 per cent 
of the total assistance sanctioned by AFls has gone for the establishment 
of new projects while 29.2 per cent of the total assistance has gone for 
the expansion and diversification of existing projects. Another 11.9 per cent 
of the total assistance was sanctioned for modernization and renovation 
of existing projects. Remaining 18.6 per cent of the total assistance was 
sanctioned as supplementary assistance to the existing projects. Thus, APIs 
have played an important role not only in the establishment of new projects 
but also for the expansion, diversification, modernization and renovation 
purposes to the existing projects. 
4. Statewise Assistance 
Assistance sanctioned by APIs has spread over all States and 
Union Territories. But their assistance is mainly concentrated to only few 
States like Maharashtra, Gurjrat, Tamil Nadu, U.P., Karnatka, Andhra 
Pradesh, Madhya Pradesh and West Bengal. Upto March 1997, Maharashtra 
got the highest share of 21.1 per cent followed by Gujrat 14.9 per cent, 
Tamil Nadu 9.1 per cent, U.P. 7.3 per cent, Karnatka 7.1 per cent, Andhra 
Pradesh 6.2 per cent, Madhya Pradesh and West Bengal 4.3 per cent each. 
These eight States together accounted 74.3 per cent of the total assistance 
sanctioned by APIs, while remaining 25.7 per cent of the total assistance 
was shared by eighteen States and Union Territories together. This indicates 
the degree of concentration of assistance sanctioned by the financial 
institutions. Shares of other States were, Rajasthan 3.8 per cent, Delhi 3.2 
per cent, Haryana 2.4 per cent, Punjab 2,3 per cent, Orissa 1.9 per cent, 
Kerala 1.5 per cent, Bihar 1.3 per cent, Himachal Pradesh.0.9 per cent, 
Goa 0.6 per cent, Assam 0.5 per cent, Jammu and Kashmir 0.2 per cent 
and Union Territories 0.9 per cent in the same period. A disappointing 
feature is that North-Eastern States (Manipur, Meghalaya, Mizoram, 
Nagaland, Arunachal Pradesh and Tripura) together accounted only 0.6^ 
per cent of total sanctions of the financial institutions by March 1997. This 
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shows that North-Eastern States have almost been neglected by financial 
institutions in their scheme of financial operations. Table 7.6 gives annual 
assistance sanctioned by APIs to different States/Union Territories during 
1980-97. 
Yearwise data shows that assistance sanctioned by APIs has 
widely varied from year to year and from State to State during 1980-97 
leading to some significant changes in the Statewise pattern of assistance 
sanctioned by APIs. On the one hand, shares of Andhra Pradesh, Assam, 
Bihar, Haryana, Jammu and Kashmir, Karnatka, Kerala, Orissa, Punjab, 
Rajasthan, Tamil Nadu and West Bengal have declined while on the other 
hand, shares of Maharashtra, Gujrat, Himachal Pradesh, Madhya Pradesh, 
U.P. and Union Territories (including Delhi) have increased. Share of 
Andhra Pradesh declined from 7.1 per cent by March 1983 to 6.2 per 
cent by March 1997, while that of Assam from 0.9 per cent to 0.5 per 
cent , Bihar from 3.4 per cent to 1.3 per cent, Haryana from 2.6 per 
cent to 2.4 per cent, Jammu and Kashmir from 0.7 per cent to 0.2 per 
cent, Karnatka from 7.7 per cent to 7.1 per cent, Kerala from 3.0 per 
cent to 1.5 per cent ,Orissa from 3.0 per cent to 1.9 per cent, Punjab 
from 3.3 per cent to 2.3 per cent, Rajasthan from 4.5 per cent to 3.8 
per cent, Tamil Nadu from 9.8 per cent to 9.1 per cent and West Bengal 
from 7.1 per cent to 4.3 per cent during the same period. On the other 
hand, share of Gujrat increased from 12.9 per cent to 14.9 per cent, while 
that of Himachal Pradesh from 0.8 per cent to 0.9 per cent, Madhya 
Pradesh from 3.3 per cent to 4.3 per cent , Maharashtra from 19.2 per 
cent to 21.1 per cent , U.P. from 7.2 per cent to 7.3 per cent and 
Union Territories (including Delhi) from 2.9 per cent to 4.1 per cent 
during the same period. 
The above discussion reveals that despite some reduction in the 
degree of concentration of assistance among few relatively developed and 
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financial institutions. However, an important development during 1980-97 
has been increase in the shares of some backward States like Madhya 
Pradesh and U.P. and on the other hand, there has been declined in the 
shares of some developed States like Haryana, Karnatka, Punjab and Tamil 
Nadu during the same period. Thus, we find that during 1980-97 assistance 
sanctioned by APIs has changed in favour of relatively backward States 
and concentration of assistance among developed States has declined 
though at a slow rate. It is a desirable development as it will help to reduce 
regional imbalances. However, developed States are still the largest 
recipients of assistance and their share should be further reduced to make 
funds available to the relatively backward States. 
5. Assistance to Backward Areas 
A notable feature of APIs operations is that it is increasingly 
taking interest in the industrial finance of less developed and backward 
areas of the country. Since the inception of planning, Government of India 
has emphasized on balanced regional development of the country. Por this 
purpose, special emphasis has been placed by the Government for rapid 
industrial development of the backward areas. In pursuance of 
Government's policy to accelerate the industrialization of backward 
regions, financial institutions have conciously adopted a strategy to assist 
projects located in the backward areas. At present, a significant proportion 
of total assistance of APIs has gone to the projects located in identified 
backward areas of the country. By March 1997, APIs sanctioned an 
assistance of Rs. 1,00,182.0 crores to the projects located in backward 
areas constituting 33.7 per cent of total sanctions. There has been 
substantial increase in the flow of assistance to the backward areas during 
1980-97. By March 1983, APIs sanctioned an assistance of Rs. 6795.41 
crores to the projects located in backward areas constituting 40.4 per cent 
of total sanctions, which increased to Rs. 29,357.65 crores by March 1990 
(showing an increase of 4.3 times over 1983 level) constituting 38.4 per 
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cent of total sanctions, and further to Rs. 1,00,182.0 crores by March 1997 
(showing 3.4 times increase over 1990 level) constituting 33.7 per cent 
of total sanctions. However, in relative terms share of backward areas in 
the total assistance declined continuously from 40.4 per cent by March 
1983 to 38.4 per cent by March 1990 and further to 33.7 per cent by March 
1997. This is not a desirable trend. Table 7.7 gives the annual amount 
sanctioned to backward areas during 1980-97. 
Table 7.7 ; Assistance Sanctioned to Backward Areas by AFIs (1980-97) 
Year Assistance Sanctioned Percentage of Total 
(Rs. crores) 
1980-81 973.83 38.6 
1981-82 1189.28 43.3 
1982-83 1190.79 36.8 
1983-84 1696.34 41.2 
1984-85 2496.85 45.1 
1985-86 2702.56 42.2 
1986-87 3044.07 39.9 
1987-88 3308.10 37.5 
1988-89 5173.09 38.4 
1989-90 5278.06 35.6 
1990-91 6557.50 38.1 
1991-92 6063.00 36.2 
1992-93 7012.00 33.0 
1993-94 8510.30 29.9 
1994-95 15016.50 33.1 
1995-96 19790.90 37.7 
1996-97 13868.50 29.4 
Cumulative upto 100182.00 33.7 
March 1997 
Source: Report on Development Banking in India, various issues. 
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Table 7.7 shows that there has been continuous increase in the 
absolute amount of assistance sanctioned to backward areas except in the 
years 1991-92 and 1996-97. Yearwise sanctions to backward areas has 
varied from year to year and from State to State. 
Statewise distribution of assistance sanctioned to backward areas 
shows considerable concentration among few relatively developed and 
large States like Gujrat, Maharashtra, U.P., Karnatka, Madhya Pradesh, 
Andhra Pradesh, Tamil Nadu, Rajasthan and West Bengal. These nine States 
together accounted 79.5 per cent of the total assistance sanctioned to 
backward areas by APIs upto March 1997. Largest share has gone to 
Gujrat accounting 14.1 per cent of total sanctions to backward areas 
followed by Maharashtra 13.8 per cent , U.P. 10.5 per cent, Karnatka 8.5 
per cent, Madhya Pradesh 7.8 per cent, Andhra Pradesh and Tamil Nadu 
7.1 per cent each, Rajasthan 5.9 per cent and West Bengal 4.7 per cent 
by the end of March 1997. Shares of other States were Himachal Pradesh 
3.3 per cent, Punjab 3.2 per cent. Union Territories 3.1 per cent, Orissa 
2.4 per cent, Goa 1.9 per cent, Assam 1.7 per cent, Kerala and Haryana 
1.6 per cent each, Jammu and Kashmir and Bihar 0.7 per cent each and 
Arunachal Pradesh 0.4 per cent in the same period. 
However, we notice some significant changes in the pattern of 
Statewise distribution of assistance sanctioned to backward areas during 
1980-97 by APIs. There has been sharp increase in the share of Maharashtra 
from 9.4 per cent by March 1983 to 13.8 per cent by March 1997 followed 
by U.P. from 6.9 per cent to 10.5 per cent, Gujrat from 11.7 per cent 
to 14.1 per cent, Himachal Pradesh from 1.9 per cent to 3.3 per cent, 
Madhya Pradesh from 4.8 per cent to 7.8 per cent and Assam from 1.5 
per cent to 1.7 per cent during the same period. On the other hand, 
shares of some States like Andhra Pradesh declined from 9.6 per cent to 
7.1 per cent, Bihar from 2.6 per cent to 0.7 per cent, Haryana from 1.8 
per cent to 1.6 per cent, Jammu and Kashimr from 1.8 per cent to 0.7 
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per cent, Karnatka from 10.0 per cent to 8.5 per cent, Kerala from 2.6 
per cent to 1.6 per cent, Orissa from 2.7 per cent to 2.4 per cent, Punjab 
from 3.7 per cent to 3.2 per cent, Rajasthan from 7.4 per cent to 5.9 
per cent, Tamil Nadu from 10.7 per cent to 7.1 per cent and West Bengal 
from 6.2 per cent to 4.7 per cent during the same period. Unfortunately, 
the shares of some backward States like Bihar, Orissa, Rajasthan and 
Andhra Pradesh have declined during 1980-97. However, this is not a 
desirable trend as it is the backward States which require greater financial 
assistance for industrial development. During 1980-97, shares of some 
developed States have also declined, such as, Haryana, Karnatka, Punjab, 
Tamil Nadu and West Bengal. Thus, we can say that though some decline 
in the concentration of assistance among few States has taken place, but 
still situation is not very m.uch satisfactory. APIs should provide greater 
part of its assistance meant for backward areas to backward States on a 
priority basis to achieve balanced industrial development of the country. 
Qualitative Role of Financial Institutions 
In their qualitative role, financial institutions have been 
endeavouring to take such steps which are considered necessary for 
preparing the base leading to the widening and deepening of process of 
industrialisation in the country in its multi- faceted form. Financial 
institutions' efforts in this direction are towards filling in gaps either in 
institutional infrastructure necessary for promotion and growth of 
industries or in regard to provision of much needed guidance in project 
identification, formulation, implementation and operation, etc., 
development and broad-basing entrepreneurship, upgrading the managerial 
skills, providing encouragement to new and small entrepreneurs, 
encouraging the adoption of indigenous technology, reviving sick units 
and economic upliftment of the weaker sections of society. Qualitative role 
of financial institutions have also been designed with a view to accelerating 
the overall process of industrial growth and ensure its dispersal not only 
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amongst backward regions but also amongst new entrepreneurs with 
adequate thrust to the growth of industry in medium, ancillary and small 
scale sectors. These activities are in keeping with the overall national 
objectives and priorities. 
Thus, financial institutions have played very important role in the 
industrial development of the country not only through providing increased 
financial assistance to the industries, but also through various promotional 
and developmental measures. 
COMPARATIVE ANALYSIS OF AFIs 
For the purpose of comparative analysis of financial institutions, 
following criteria have been taken into account. On the basis of these 
criteria we can easily analyse the contribution of each financial institution 
in the field of industrial finance in a comparative manner. 
(1) Institutionwise - Assistancewise Analysis 
(2) Institutionwise - Sectorwise Analysis 
(3) Institutionwise - Industrywise Analysis 
(4) Institutionwise - Statewise Analysis 
(5) Institutionwise - Areawise Analysis 
1. Institutionwise - Assistancewise Analysis 
Different financial institutions have sanctioned varying amounts 
of assistance to the indust r ies in different years . Table 7.8 shows 
detai ls of ass is tance sanct ioned by different f inancial ins t i tu t ions to 
the industrial sector . 
IDBI, being the apex body in the field of industrial finance, 
has been the largest source of funds to the industrial sector. By the end 
of March 1997, IDBI accounted 31.9 per cent of the total assistance 
sanctioned by AFIs. At present, IDBI stands at the top of all term-lending 
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institutions in the country followed by ICICI 22.3 per cent, UTI 11.6 
per cent, IFCI 9.8 per cent, SIDBI 7.1 per cent, SFCs 6.5 per cent. 
Lie 4.4 per cent, SIDCs 3.3 per cent, GIC 1.6 per cent, IIBI 1.1 per 
cent and others 0.4 per cent in the same period. However, over the years 
we notice significant changes in the distribution of assistance sanctioned 
by different financial institutions. By March 1983, IDBI accounted 39.3 
per cent of the total assistance sanctioned by APIs which increased to 
48.2 per cent by March 1990, but declined to 31.9 per cent by March 1997. 
Thus, during eighties share of IDBI in the total assistance sanctioned by 
APIs has increased sharply but declined during nineties. Likewise, IPCI 
accounted 9.9 per cent of the total assistance by March 1983 which 
remained same by March 1990, but declined to 9.8 by March 1997. Thus, 
during eighties share of IFCI remained stagnant, while during nineties there 
is marginal decline in the share of IPCI. There has been continuous 
increase in the share of ICICI over the years. By March 1983, ICICI 
accounted 13.7 per cent of the total assistance sanctioned by APIs which 
increased to 14.3 per cent by March 1990 and further to 22.3 per cent 
by March 1997. Share of IIBI remained stagnant between 1.1 to 1.2 per 
cent over the years. Share of LIC declined from 5.6 per cent by March 
1983 to 4.4 per cent by March 1997. As far as UTI is concerned, there 
has been continuous increase in the share of UTI over the years. By March 
1983, UTI accounted 3.0 per cent of the total assistance which increased 
to 7.7 per cent by March 1990 and further to 11.6 per cent by March 
1997. Share of GIC declined from 1.9 per cent by March 1983 to 1.5 per 
cent by March 1990, but increased marginally to 1.6 per cent by March 
1997. We notice a declining share of SFCs in the total assistance sanctioned 
by APIs over the years. By March 1983, SFCs accounted 17.2 per cent 
of the total assistance which declined to 11.5 per cent by March 1990 and 
further to 6.5 per cent by March 1997. Likewise, share of SIDCs has also 
declined over the years. By March 1983, SIDCs accounted 8.2 per cent 
of the total assistance which declined to 5.7 per cent by March 1990 and 
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Table 7.8 : Institutionwise Assistance Sanctioned by AFIs 











































































































Source: Report on Development Banking in India, various issues. 
*-It includes RCTC, TDICI and TFCI. 
further to 3.3 per cent by March 1997. At present IDBI, ICICI, IFCI 
and SFCs, v/hose role in the industrial finance has been analysed in earlier 
chapters, together are providing 70.5 per cent of the total assistance 
sanctioned to the industrial sector of the country. Thus, share claimed by 
each institution in the total assistance sanctioned by financial institutions 
by the end of March 1997 can be ranked as follows: 
1st .IDBI (31.9 per cent) 7th : LIC (4.4 per cent) 
2nd ; ICICI (22.3 per cent) 8th : SIDCs (3.3 per cent) 
3rd : UTI (11.6 per cent) 9th : GIC (1,6 per cent) 
4th : IFCI (9,8 per cent) 10th : IIBI (1,1 per cent) 
5th : SIDBI (7.1 per cent) 11th . Others (0.4 per cent) 
6th : SFCs(6.5 percent 
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2. Institutionwise - Sectorwise Analysis 
A notable feature of the operations of APIs is that they provide 
assistance to different sectors of the economy. The objective of 
institutionwise-sectorwise analysis is to determine the share claimed by 
each institution in the total assistance sanctioned by APIs to different 
sectors over the years. Financial institutioins provide assistance to projects 
in the following sectors: 
(i) Private Sector; 
(ii) Public Sector; 
(iii) Joint Sector; and 
(iv) Cooperative Sector. 
(i) Assistance to Private Sector 
Private sector has been the largest recipient of assistance from 
the financial institutions. Different financial institutions have sanctioned 
varying amounts of assistance to the private sector. Table 7.9 gives the 
details of assistance sanctioned by different financial institutions to the 
private sector. 
IDBI, being the apex body in the field of industrial finance, 
has been the largest source of funds to the private sector. By March 1997, 
IDBI accounted 3 7.1 per cent of the total assistance sanctioned to the 
private sector. At present, IDBI stands at the top of all term-lending 
institutions in the field of private sector followed by ICICI 29.3 per cent, 
IPCI 12.9 per cent, UTI 10.9 per cent, SIDCs 4.5 per cent, LIC 3.9 per 
cent and IIBI 1.4 per cent. However, over the years, we notice significant 
changes in the distribution of assistance sanctioned to the private sector 
by the financial institutions. By March 1983, IDBI accounted 57.2 per 
cent of total sanctions which declined to 49.7 per cent by March 1990 
and further to 37.1 per cent by March 1997. Thus, there has been 
continuous decline in the share of IDBl's assistance to the private sector. 
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Table 7.9 : Institutionwise Assistance Sanctioned to Private Sector 




































































































Source: Report on Development Banking in India, various issues. 
On the other hand, there has been continuous increase in the share of IFCI's 
assistance to the private sector. By March 1983, IFCI accounted 8.4 per 
cent of total sanctions which increased to 10.5 per cent by March 1990 
and further to 12.9 per cent by March 1997. Share of ICICI declined from 
15.5 per cent by March 1983 to 14.4 per cent by March 1990, but increased 
to 29.3 per cent by March 1997. Thus, during eighties share of ICICI 
declined, but increased during nineties. Share of IIBI increased from 0.8 
per cent by March 1983 to 1.2 per cent by March 1990 and further to 
1.4 per cent by March 1997. Share of LIC increased from 6.1 per cent 
by March 1983 to 11.8 pr cent by March 1990, but declined substantially 
to 3.9 per cent by March 1997. Thus, share of LIC increased during eighties 
but declined during nineties. As far as UTI is concerned, its share increased 
continuously from 3.6 per cent by March 1983 to 5.9 per cent by March 
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1990 and further to 10.9 per cent by March 1997. Share of SIDCs declined 
continuously from 8.4 per cent to 6.5 per cent and further to 4.5 per cent 
during the same period. Thus, share claimed by each institution in the 
private sector assistance by the end of March 1997 can be ranked as 
follows. 
5th : SIDCs (4.5 per cent) 
6th: Lie(3.9 percent) 
7th: IIBI (1.4 per cent) 
1st : IDBI (37.1 per cent) 
2nd : ICICI(29.3 percent) 
3rd : IFCI (12.9 per cent) 
4th : UTI (10.9 per cent) 
(ii) Assistance to Public Sector 
Public sector projects have been the second largest beneficiary 
of assistance from the financial institutions next to the private sector. 
Different institutions have sanctioned varying amounts of assistance to 
public sector. Table 7.10 gives the details of assistance sanctioned by 
different financial institutions to the public sector. 
Being the apex body in the field of industrial finance, IDBI has 
been the largest source of funds to the public sector. By the end of March 
1997, IDBI accounted 41.7 per cent of the total assistance sanctioned 
to the public sector. At present, IDBI stands at the top of all term-
lending institutions in the field of public sector followed by UTI 22.7 per 
cent, ICICI 20.1 per cent, LIC 8.5 per cent, IFCI 5.0 per cent, SIDCs 
1.3 per cent and IIBI 0.7 per cent. However, over the years, we notice 
significant changes in the distribution of assistance sanctioned to the public 
sector by the financial institutions. There has been continuous decline in 
the share of IDBI from 66.2 per cent by March 1983 to 59.3 per cent 
by March 1990 and further to 41.7 per cent by March 1997. Likewise, 
we also notice continuous decline in the share of IFCI from 11.9 per cent 
to 6.2 per cent and further to 5.0 per cent during the same period. Share 
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Table 7.10: Institutionwise Assistance Sanctioned to Public Sector 





































































































Source: Report on Development Banking in India, various issues. 
of ICICI declined marginally from 3.0 per cent by March 1983 to 1.5 per 
cent by March 1990, but increased substantially to 20.1 per cent by March 
1997. Thus, the share of ICICI declined during eighties, but increased 
during nineties. There has been continuous decline in the share of IIBI 
from 2.4 per cent by March 1983 to 1.4 per cent by March 1990 and further 
to 0.7 per cent by March 1997. On the other hand^share of LIC increased 
continuously from 5.4 per cent to 6.5 per cent and further to 8.5 per cent 
during the same period. Share of UTI increased substantially from 2.2 per 
cent to 21.6 per cent and further to 22.7 per cent during the same period. 
There has been continuous decline in the share of SIDCs from 8.9 per 
cent to 3.5 per cent and further to 1.3 per cent during the same period. 
Thus, share claimed by each institution in the public sector assistance 
by the end of March 19P7 can be ranked as follows. 
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1st ; IDBI (41.7 per cent) 5th : IFCI (5.0 per cent) 
2nd : UTI (22.7 per cent) 6th : SIDCs (1.3 per cent) 
3rd ; ICICI (20.1 per cent) 7th ; IIBI (0.7 per cent) 
4th : Lie (8.5 per cent) 
(Hi) Assistance to Joint Sector 
Joint sector projects have also been getting assistance from 
financial institutions. Different institutions have sanctioned varying 
amounts of assistance to the joint sector. Table 7.11 gives the details of 
assistance sanctioned by different financial institutions to the joint sector. 
Table 7.11; Institutionwise Assistance Sanctioned to Joint Sector 




































































































Source: Report on Development Banking in India, various issues. 
Table 7.11 clearly reflects that IDBI has been the largest source 
of funds to the joint sector over the years. By the end of March 1997, 
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IDBI accounted 47.7 per cent of the total assistance sanctioned to the 
joint sector followed by ICICI 24.0 per cent , IFCI 16.9 per cent, 
SIDCs 6.6 per cent, UTI 3 3 per cent and IIBI 1.5 per cent. 
However, over the years, we not ice some significant changes in the 
dis t r ibut ion of assistance sanctioned to the joint sector by the 
financial ins t i tu t ions . Share of IDBI declined from 48.0 per cent by 
March 1983 to 43.8 per cent by March 1990, but increased to 47.7 
per cent by March 1997. Share of IFCI increased from 14.6 per cent 
by March 1983 to 20.1 per cent by March 1990, but declined to 16.9 
per cent by March 1997. Thus, the share of IFCI increased during 
e ight ies , but declined during ninet ies . As far as share of ICICI is 
concerned, we notice cont inuous increase in its share from 16.4 per 
cent by March 1983 to 18.9 per cent by March 1990 and further to 
24.0 per cent by March 1997. Share of IIBI declined from. 4,6 per 
cent by March 1983 to 0.6 per cent by March 1990, but increased 
to 1.5 per cent by March 1997. Thus , the share of IIBI declined 
during e ight ies , but increased during ninet ies . Share of UTI increased 
from 2.2 per cent by March 1983 to 6.3 per cent by March 1990, 
but declined to 3.3 per cent by March 1997. Thus, the share of UTI 
increased during eighties, but declined during ninet ies . There has 
been cont inuous decline in the share of SIDCs from 14.2 per cent 
by March 1983 to 10.3 per cent by March 1990 and further to 6.6 
per cent by March 1997, Thus, share claimed by each inst i tut ion in 
the joint sector assistance by the end of March 1997 can be ranked 
as follows: 
1st : IDBI (47.7 per cent) 4th : SIDCs (6.6 per cent) 
2nd : ICICI (24.0 per cent) 5th : UTI (3.3 per cent) 
3rd : IFCI (16,9 per cent) 6th : IIBI (1.5 percent) 
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(iv) Assistance to Cooperative Sector 
Financial institutions also grant assistance to the cooperative 
sector. Different institutions have sanctioned different amounts of 
assistance to the cooperative sector. Table 7.12 gives the details of 
assistance sanctioned by different financial institutions to the cooperative 
sector. 
Table 7.12: Institutionwise Assistance Sanctioned to Cooperative Sector 




































































































Source: Report on Development Banking in India, various issues. 
Table 7.12 clearly reflects that IDBI has been the largest source 
of funds to the cooperative sector. By the end of March 1997, IDBI 
accounted 37.8 per cent of total sanctions followed by ICICI 29.5 per cent, 
IFCI 21.2 per cent, LIC 5.1 per cent, UTI 3.6 per cent, IIBI 1.5 per 
cent and SIDCs 1.3 per cent. However, over the years, we notice some 
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significant changes in the distribution of assistance sanctioned to the 
cooperative sector by the financial institutions. There has been continuous 
decline in the share of IDBI from 42.1 per cent by March 1983 to 39.4 
per cent by March 1990 and further to 37.8 per cent by March 1997. 
Likewise, the share of IFCI has also declined continuously from 30.3 per 
cent to 26.0 per cent and further to 21.2 per cent during the same period. 
On the other hand, we notice continuous increase in the share of ICICI 
from 14.2 per cent to 16.2 per cent and further to 29.5 per cent during 
the same period. Share of IIBI declined from 1.6 per cent by March 
1990 to 1.5 per cent by March 1997. There has been continuous decline 
in the share of LIC from 12.3 per cent to 5.5 per cent and further to 
5.1 per cent during the same period. Share of UTI increased substantially 
from 0.4 per cent by March 1983 to 10.5 per cent by March 1990, but 
declined to 3.6 per cent by March 1997. Thus, there has been large increase 
in the share of UTI during eighties, but declined during nineties. We notice 
continuous increase in the share of SIDCs from 0.7 per cent by March 
1983 to 0.8 per cent by March 1990 and further to 1.3 per cent by March 
1997. Thus, share claimed by each institution in the cooperative sector 
assistance by the end of March 1997 can be ranked as follows: 
1st : IDBI (37,8 per cent) 5th : UTI (3.6 per cent) 
2nd: ICICI (29.5 per cent) 6th : IIBI (1.5 per cent) 
3rd : IFCI (21.2 per cent) 7th: SIDCs (1.3 per cent) 
4th : LIC (5.1 per cent) 
3. Institutionwise - Industrywise Analysis 
Assistance sanctioned by the financial institutions has spread over 
a wide spectrum of industries ranging from basic and capital goods 
industries to consumer goods industries. The objective of institutionwise-
industrywise analysis is to know the shares of different institutions in 
the total assistance sanctioned to different industries. For the purpose of 
comparative analysis following top eight industries have been undertaken. 
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These eight industries together accounted 68.9 per cent of the total 
assistance sanctioned by APIs by the end of March 1997 and remaining 
31.1 per cent by all other industries. 
(i) Chemicals and Chemical Products Industry, 
(ii) Services Industry, 
(iii) Textiles Industry, 
(iv) Basic Metals Industry, 
(v) Electricity Generation Industry, 
(vi) Electrical and Electronic Equipment Industry, 
(vii) Machinery Industry, 
(viii)Food Products Industry, and 
(ix)All Other Industries 
(i) Assistance to Chemicals and Chemical Products Industry 
Chemicals and chemical products industry is the largest recipient 
of assistance from the financial institutions. Different financial institutions 
have sanctioned different amounts of assistance to chemicals and chemical 
products industry. Table 7.13 gives the details of assistance sanctioned by 
different financial institutions to chemicals and chemical products industry. 
Table 7.13 shows that ICICI has accounted the largest share of 
29.5 per cent of the total assistance sanctioned to chemicals and chemical 
products industry by the end of March 1997 followed by IDBI 28.1 per 
cent, IFCI 14.9 per cent, UTI 9.8 per cent, SFCs 5.5 per cent, LIC 3.8 
per cent, SIDBI 3,7 per cent, SIDCs 3.6 per cent and IIBI 1.1 per cent. 
However, over the years we notice some significant changes in the 
distribution of assistance sanctioned to chemicals and chemical products 
industry by the financial institutions. By March 1983, IDBI accounted the 
largest share of 26.1 per cent which increased to 37.2 per cent by March 
1990, but its share declined to 28.1 per cent by March 1997. Thus, during 
eighties share of IDBI increased, but during nineties there is substantial 
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Table 7.13: Institutionwise Assistance Sanctioned to Chemicals and Chemical 
Products Industry 




































































































Source: Report on Development Banking in India, various issues. 
decline in the share of IDBI. Share of IFCI declined from 8.1 per cent 
by March 1983 to 7.2 per cent by March 1990, but increased to 14.9 per 
cent by March 1997. Thus, share of IFCI declined during eighties, but 
increased during nineties. We notice continuous increase in the share of 
ICICI from 12.6 per cent to 20.1 per cent and further to 29.5 per cent 
during the same period. Share of IIBI remained 0.6 per cent during 
eighties but increased to 1.1 per cent by March 1997. We notice continuous 
decline in the share of LIC from 12.4 per cent by March 1983 to 6.2 
per cent by March 1990 and further to 3.8 per cent by March 1997. Share 
of UTI increased from 6.5 per cent by March 1983 to 10.9 per cent by 
March 1990, but declined to 9.8 per cent by March 1997, Thus, share 
of UTI increased during eighties, but declined during nineties. There has 
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been continuous decline in the share of SFCs from 26.9 per cent to 11.3 
and further to 5.5 per cent during the same period. Share of SIDCs also 
declined continuously from 6.8 per cent to 6.5 per cent and further to 3.6 
per cent during the same period. Thus, share claimed by each institution 
in the assistance sanctioned to chemicals and chemical products industry 
by the end of March 1997 can be ranked as follows: 
1st ; ICICI (29.5 per cent) 6th : LIC (3.8 per cent) 
2nd; IDBI (28.1 per cent) 7th : SIDBI (3.7 per cent) 
3rd; IFCI (14.9 per cent) 8th : SIDCs (3.6 per cent) 
4th ;UTI (9.8 percent) 9th : IIBI (1.1 per cent) 
5th : SFCs(5.5 percent) 
(ii) Assistance to Services Industry 
Services industry is the second largest recipient of assistance from 
the financial institutions. Different financial institutions have sanctioned 
varying amounts of assistance to services industry. Table 7.14 gives the 
details of assistance sanctioned by different financial institutions to services 
industry. 
Table 7.14 shows that IDBI has been the largest source of funds 
to services industry. By the end of March 1997, IDBI accounted 32.8 per 
cent of the total assistance sanctioned to services industry followed by 
ICICI 26.1 per cent, UTI 13.96 per cent, SIDBI 10.7 per cent, SFCs 9.1 
per cent, IFCI 5.0 per cent, SIDCs 1.3 per cent, LIC 1.0 per cent and 
IIBI 0.04 per cent. However, over the years we notice some significant 
changes in the distribution of assistance sanctioned to services industry. 
There has been continuous decline in the share of IDBI from 75.7 per 
cent by March 1983 to 71.5 per cent by March 1990 and further 
substantially to 32.8 per cent by March 1997. On the other hand, we notice 
continuous increase in the share of IFCI from 1.9 per cent to 3.1 per 
cent and further to 5.0 per cent during the same period. Share of ICICI 
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Table 7.14: Institutionwise Assistance Sanctioned to Services Industy 




































































































Source: Report on Development Banking in India, various issues. 
declined marginally from 3.6 per cent by March 1983 to 3.4 per cent by 
March 1990, but increased substantially to 26.1 per cent by March 1997. 
Share of IIBI increased from 0.004 per cent by March 1990 to 0.04 
per cent by March 1997. Share of LIC declined from 0 8 per cent by March 
1983 to 0.6 per cent by March 1990, but increased to 1.0 per cent by 
March 1997. There has been continuous increase in the share of UTI 
from 0.4 per cent to 3.9 per cent and further substantially to 13.96 per 
cent during the same period. Share of SFCs declined continuously from 
15.9 per cent to 14.4 per cent and further to 9.1 per cent during the same 
period. Share of SIDCs increased from 1.7 per ceni by March 1983 to 
3.1 per cent by March 1990, but declined to 1.3 per cent by March 1997. 
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Thus, share claimed by each institution in the total assistance sanctioned 
to services industry by the end of March 1997 can be ranked as follows: 
1st : IDBI(32.8 percent) 
2nd: ICICI (26.1 percent) 
3rd: UTI (13.96 per cent) 
4th: SIDBI(10.7 percent) 
5th: SFCs(9.1 per cent) 
6th: IFCI (5.0 per cent) 
7th: SIDCs( 1.3 percent) 
8th: Lie (1.0 percent) 
9th : IIBI (0.04 per cent) 
(iii) Assistance to Textiles Industry 
Textiles industry is the third largest recipient of assistance from 
the financial institutions. Financial institutions have sanctioned varying 
amounts of assistance to textiles industry. Table 7.15 gives the details of 
assistance sanctioned by different financial institutions to textiles industry. 
Table 7.15 : Institutionwise Assistance Sanctioned to Textiles Industry 




































































































Source: Report on Development Banking in India, various issues. 
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Table 7.15 shows that IDBI accounted the largest share of 38.2 
per cent of the total assistance sanctioned to textiles industry by the end 
of March 1997 followed by ICICI 19.3 per cent, IFCI 10.2 per cent, UTI 
9.2 per cent, SFCs 6.6 per cent, SIDCs 5.4 per cent, SIDBI 5.1 per cent. 
Lie 4.3 per cent and IIBI 1.7 per cent. Institutionwise distribution of 
assistance to textiles industry shows some significant changes over the 
years. We notice continuous decline in the share of IDBI from 54.2 per 
cent by March 1983 to 51.1 per cent by March 1990 and further to 38.2 
per cent by March 1997. Share of IFCI declined from 11.2 per cent by 
March 1983 to 9.1 per cent by March 1990, but increased marginally to 
10.2 per cent by March 1997. Likewise, share of ICICI declined from 
10.2 per cent to 9.8 per cent, but increased substantially to 19.3 per cent 
during the same period. Share of IIBI increased from 1.8 per cent by 
March 1983 to 2.8 per cent by March 1990, but declined to 1,7 per cent 
by March 1997. Likewise, share of LIC increased from 4.3 per cent to 
5.4 per cent, but declined to 4.3 per cent during the same period. We notice 
continuous increase in the share of UTI from 3.1 per cent to 6.0 per cent 
and further to 9.2 per cent during the same period. Share of SFCs increased 
« 
marginally from 9.5 per cent by March 1983 to 9.6 per cent by March 
1990, but declined to 6.6 per cent by March 1997. Likewise, share of 
SIDCs increased from 5.7 per cent to 6.2 per cent, but declined to 5.4 
per cent during the same period. Thus, share claimed by each institution 
in the total assistance sanctioned to textiles industry by the end of March 
1997 can be ranked as follows: 
1st : IDBI (38.2 per cent) 6th : SIDCs (5.4 per cent) 
2nd : ICICI (19.3 per cent) 7th: SIDBI (5.1 per cent) 
3rd : IFCI (10.2 per cent) 8th : LIC (4.3 per cent) 
4th : UTI (9.2 per cent) 9th: IIBI (1.7 per cent) 
5th : SFCs (6.6 per cent) 
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(iv) Assistance to Basic Metals Industry 
Basic metals industry has also been getting assistance from the 
financial institutions. Financial institutions have sanctioned different 
amounts of assistance to basic metals industry. Table 7.16 gives the details 
of assistance sanctioned by different financial institutions to basic metals 
industry. 
Table 7.16 : Institutionwise Assistance Sanctioned to Basic Metals Industry 




































































































Source; Report on Development Banking in India, various issues. 
Table 7,16 shows that IDBI has been largest source of funds 
to basic metals industry over the years. By the end of March 1997, IDBI 
accounted 36.0 per cent of the total assistance sanctioned to basic metals 
industry followed by IFCI 17.2 per cent, UTI 16.9 per cent, ICICI 118 
per cent, LIC 7.6 per cent, SIDCs 3,8 per cent, SFCs 3.3 per cent, IIBI 
2.0 per cent and SIDBI 1.4 per cent. Institutionwise distribution of 
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assistance to basic metals industry shows some significant changes over 
the years. There has been continuous increase in the share of IDBI from 
31.7 per cent by March 1983 to 35.5 per cent by March 1990 and further 
to 36.0 per cent by March 1997. Likewise, share of IFCI has also increased 
continuously from 12.5 per cent to 14.6 per cent and further to 17.2 per 
cent during the same period. On the other hand, we notice continuous 
decline in the share of ICICI from 20.0 per cent to 19.0 per cent and 
further to 11.8 per cent during the same period. Share of IIBI declined 
from 1.9 per cent by March 1983 to 1.5 per cent by March 1990, but 
increased to 2.0 per cent by March 1997. Share of LIC increased 
continuously from 4.3 per cent to 7.4 per cent and further to 7.6 per cent 
during the same period. Likewise, we also notice continuous increase in 
the share of UTI from 3.8 per cent to 8.9 per cent and further to 16.9 
per cent during the same period. On the other hand, share of SFCs declined 
continuously from 13.0 per cent to 6.4 per cent and further to 3.3 per 
cent during the same period. Share of SIDCs also declined continuously 
from 12.9 per cent to 6.7 per cent and further to 3.8 per cent during the 
same period. Thus, share claimed by each institution in the total assistance 
sanctioned to basic metals industry by the end of March 1997 can be ranked 
as follows; 
1st: IDBI (36.0 per cent) 6th : SIDCs (3.8 per cent) 
2nd : IFCI (17.2 per cent) 7th : SFCs (3.3 per cent) 
3rd : UTI (16.9 per cent) 8th ; IIBI (2.0 per cent) 
4th; ICICI (11.8 per cent) 9th: SIDBI (1.4 per cent) 
5th ; LIC (7.6 per cent) 
(v) Assistance to Electricity Generation Industry 
Electricity generation industry also receives substantial amounts 
of financial assistance from the financial institution. Table 7.17 gives the 
details of assistance sanctioned by different financial instituttions to 
electricity generation industry. 
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Table 7.17 : Institutionwise Assistance Sanctioned to Electricity Generation 
Industry 




































































































Source: Report on Development Banking in India, various issues. 
Table 7.17 clearly reflects that IDBI has accounted the largest 
share in the total assistance sanctioned to electricity generation industry 
over the years. By the end of March 1997, IDBI accounted 44.6 per cent 
of the total assistance followed by ICICI 23.1 per cent, IFCI 11.8 per cent, 
SIDBI 7.6 per cent, UTI 6.8 per cent, LIC 4.6 per cent, IIBI 0.6 per cent, 
SFCs 0.5 per cent and SIDCs 0.4 per cent. However, over the years we 
notice significant changes in the distribution of assistance to electricity 
generation industry by the financial institutions. Share of IDBI increased 
from 61.1 per cent by March 1983 to 73.8 per cent by March 1990, but 
declined to 44.6 per cent by March 1997. Share of IFCI declined 
marginally from 5.3 per cent by March 1983 to 5.2 per cent by March 
1990, but increased substantially to 11.8 per cent by March 1997. Likewise, 
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share of ICICI declined from 6.9 per cent to 2.9 per cent, but increased 
substantially to 23.1 per cent during the same period. Share of IIBI 
increased from 0.03 per cent by March 1990 to 0.6 per cent by March 
1997. Share of LIC declined continuously from 15.8 per cent by March 
1983 to 4.7 per cent by March 1990 and further to 4.6 per cent by March 
1997. Share of UTI increased from 6 4 per cent by March 1983 to 11.6 
per cent by March 1990, but declined to 6.8 per cent by March 1997. Share 
of SFCs declined continuously from 2.7 per cent by March 1983 to 0.8 
per cent by March 1990 and further to 0.5 per cent by March 1997. 
Likewise, share of SIDCs also declined continuously from 1.8 per cent to 
0.9 per cent and further to 0.4 per cent during the same period. Thus, 
share claimed by each institution in the total assistance sanctioned to 
electricity generation industry by the end of March 1997 can be ranked 
as follows. 
1st : IDBI (44.6 per cent) 6th; LIC (4.6 per cent) 
2nd : ICICI (23.1 per cent) 7th : IIBI (0.6 per cent) 
3rd : IFCI (11.8 per cent) 8th: SFCs(0.5 per cent) 
4th : SIDBI (7.6 percent) 9th: SIDCs (0.4 per cent) 
5th : UTI (6.8 per cent) 
(vi) Assistance to Electrical and Electronic Equipment Industry 
Financial institutions grant substantial amounts of assistance to 
electrical and electronic equipment industry. Table 7.18 gives the details 
of assistance sanctioned to electrical and electronic equipment industry by 
different financial institutions. 
Table 7.18 shows that ICICI accounted the largest share of 36.2 
per cent of the total assistance by the end of March 1997 followed by 
IDBI 30.4 per cent, IFCI 13.4 per cent, SIDBI 8.4 per cent, SIDCs 4.1 
per cent, SFCs 3.5 per cent, LIC 2.7 per cent, IIBI 1.1 per cent and 
UTI 0.2 per cent. However, we notice significant changes in the 
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Table 7.18 : Institutionwise Assistance Sanctioned to Electrical and 
Electronic Equipment Industry 




































































































Source: Report on Development Banking in India, various issues. 
distribution of assistance to electrical and electronic equipment industry 
by the financial institutions over the years. Share of IDBI increased from 
37.2 per cent by March 1983 to 39.7 per cent by March 1990, but declined 
to 30.4 per cent by March 1997. Likewise, share of IFCI increased from 
7,5 per cent to 17.1 per cent, but declined to 13,4 per cent during the 
same period. We notice continuous increase in the share of ICICI from 
19,8 per cent by March 1983 to 21.5 per cent by March 1990 and further 
to 36,2 per cent by March 1997. Share of IIBI remained stagnant between 
1.1 per cent to 1.3 per cent over the years. Share of LIC declined 
continuously from 5.1 per cent to 4.8 per cent and further to 2,7 per cent 
during the same period. Likewise, shares of SFCs and SIDCs also declined 
continuously over the years. Share of SFCs declined from 18.8 per cent 
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to 8.3 per cent and further to 3.5 per cent, while that of SIDCs declined 
from 10.3 per cent to 7.5 per cent and further to 4.1 per cent during the 
same period. Thus, share claimed by each institution in the total assistance 
sanctioned to electrical and electronic equipment industry by the end of 
March 1997 can be ranked as follows: 
1st : ICICI (36.2 per cent) 6th : SFCs (3.5 per cent) 
2nd : IDBI (30.4 per cent) 7th : LIC (2.7 per cent) 
3rd :IFCI (13.4 per cent) 8 th : I IBI ( l . l percent) 
4th : SIDBI (8.4 per cent) 9th : UTI (0.2 per cent) 
5th : SIDCs (4.1 per cent) 
(vii) Assistance to Machinery Industry 
Financial institutions also grant substantial amounts of financial 
assistance to machinery industry. Table 7.19 gives the details of assistance 
sanctioned to machinery industry by different financial institutions. 
Table 7.19 : Institutionwise Assistance Sanctioned to Machinery Industry 




































































































Source: Report on Development Banking in India, various issues. 
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Table 7.19 shows that ICICI accounted largest share of 27.2 per 
cent of the total assistance sanctioned to machinery industry by the end 
of March 1997 followed by IDBI 20.1 per cent, UTI 15.4 per cent, SIDBI 
11.5 per cent, LIC 8,6 per cent, IFCI 7.6 per cent, SFCs 4.9 per cent, 
SIDCs 3.9 per cent and IIBI 0.8 per cent. However, we notice some 
significant changes in the distribution pattern of assistance sanctioned to 
machinery industry by the financial institutions over the years. We find 
continuous decline in the share of IDBI from 38.3 per cent by March 
1983 to 28.5 per cent by March 1990 and further to 20.1 per cent by March 
1997. Share of IFCI increased from 5,3 per cent by March 1983 to 10,8 
per cent by March 1990, but declined to 7.6 per cent by March 1997. Share 
of ICICI declined from 22.1 per cent by March 1983 to 13.2 per cent by 
March 1990, but increased to 27.2 per cent by March 1997. Share of IIBI 
increased from 0.6 per cent by March 1983 to 1.3 per cent by March 1990, 
but declined to 0.8 per cent by March 1997. Likewise, share of LIC 
increased from 12.0 per cent to 13.7 per cent but declined to 8.6 per cent 
during the same period. Also, share of UTI increased substantially from 
6.1 per cent to 20.2 per cent but declined to 15.4 per cent during the 
same period, We notice continuous decline in the share of SFCs and SIDCs 
over the years. Share of SFCs declined from 10.7 per cent by March 1983 
to 7.6 per cent by March 1990 and further to 4.9 per cent by March 1997. 
Likewise, share of SIDCs declined from 4.9 per cent to 4.7 per cent and 
further to 3.9 per cent during the same period. Thus, share claimed by 
each institution in the total assistance sanctioned to machinery industry 
by the end of March 1997 can be ranked as follows: 
1st : ICICI (27.2 per cent) 6th : IFCI (7.6 per cent) 
2nd ; IDBI (20.1 per cent) 7th : SFCs (4.9 per cent) 
3rd : UTI (15.4 per cent) 8th; SIDCs(3.9 percent) 
4th : SIDBI (11.5 per cent) 9th: IIBI (0.8 per cent) 
5th: LIC(4.1 percent) 
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(viii) Assistance to Food Products Industry 
Financial institutions also grant substantial amounts of assistance 
to food products industry. Table 7.20 gives the details of assistance 
sanctioned to food products industry by different financial institutions. 
Table 7.20 : Institutionwise Assistance Sanctioned to Food Products Industry 




































































































Source: Report on Development Banking in India, various issues. 
Table 7.20 clearly shows that IDBI has been the largest source 
of funds to food products industry over the years. IDBI accounted 35.8 
per cent of the total assistance sanctioned to food products industry by 
the end of March 1997 followed by ICICI 16.2 per cent, SFCs 15.4 per 
cent, IFCI 10.9 per cent, SIDBI 9.6 per cent, SIDCs 7.6 per cent, IIBI 
2.1 per cent, LIC 1.3 per cent and UTI 1.1 per cent. However, we notice 
some significant changes in the distribution pattern of assistance to food 
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products industry by the financial institution over the years. Share of IDBI 
increased from 40.8 per cent by March 1983 to 45.2 per cent by March 
1990, but declined to 35.8 per cent by March 1997. We find continuous 
decline in the share of IFCI from 15.4 per cent to 12.5 per cent and 
further to 10.9 per cent during the same period. On the other hand, share 
of ICICI increased continuously from 7.6 per cent to 8.2 per cent and 
further to 16.2 per cent during the same period. Likewise, share of IIBI 
has also increased continuously from 0.4 per cent to 1.8 per cent and 
further to 2.1 per cent during the same period. Share of LIC declined 
continuously from 4.3 per cent to 1.8 per cent and further to 1.3 per cent 
during the same period. Share of UTI increased from 0.2 per cent by March 
1983 to 1 4 per cent by March 1990, but declined to 1.1 per cent by March 
1997. Share of SFCs declined continuously from 24.0 per cent by March 
1983 to 21.6 per cent by March 1990 and further to 15.4 per cent by March 
1997. On the other hand, we notice continuous increase in the share of 
SIDCs from: 7.3 per cent to 7.5 per cent and further to 7.6 per cent during 
the same period. Thus, share claimed by each institution in the total 
assistance sanctioned to food products industry by the end of March 1997 
can be ranked as follows. 
1st :IDBI(35.8 percent) 6th. SIDCs (7.6 per cent) 
2nd ; ICICI (16,2 per cent) 7th; IIBI (2,1 per cent) 
3rd ; SFCs (15.4 per cent) 8th : LIC (1.3 per cent) 
4th : IFCI (10.9 per cent) 9th:UTI(l.l percent) 
5th : SIDBI (9.6 per cent) 
(ix) Assistance to All Other Industries 
By the end of March 1997, all other industries together accounted 
31.1 per cent of the total assistance sanctioned by AFls. Table 7.21 gives 
the details of assistance sanctioned to al! other industries by different 
financial institutions. 
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Table 7,21 : Institutionwise Assistance Sanctioned to All Other Industries 





































































































Source: Report on Development Banking in India, various issues. 
Table 7 21 clearly reflects that IDBI has been the largest source 
of assistance to all other industries together over the years. By the end 
of March 1997, IDBI accounted 31.7 per cent of the total assistance 
sanctioned to ail other industries together followed by ICICI 24.8 per cent, 
UTI 11.1 per cent, SFCs 9.4 per cent, IFCI 8.9 per cent, SIDBI 5.9 per 
cent, SIDCs 3.9 per cent, LIC 3.1 per cent and IIBI 1.2 per cent. However, 
we notice some significant changes in the distribution pattern of assistance 
to all other industries over the years. We find continuous decline in the 
share of IDBI from 49.4 per cent by March 1983 to 42.1 per cent by 
March 1990 and further to 31.7 per cent by March 1997. Share of IFCI 
increased from 8 8 per cent by March 1983 to 12.8 per cent by March 
1990, but declined to 8.9 per cent by March 1997. Share of ICICI 
increased continuously from l i .9 per cent to 12.2 per cent and further 
to 24.8 per cent during the same period. Share of IIBI remained stagnant 
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around 1.2 per cent over the years. Share of LIC declined from 2.9 per 
cent by March 1983 to 2.5 per cent by March 1990, but increased 
marginally to 3.1 per cent by March 1997. We notice continuous increase 
in the share of UTI from 2.0 per cent to 7.8 per cent and further to 11.1 
per cent during the same period. On the other hand, shares of SFCs and 
SIDCs declined continuously over the years. Share of SFCs declined from 
14.9 per cent to 14.6 per cent and further to 9.4 per cent, while share 
of SIDCs declined from 8.9 per cent to 6.8 per cent and further to 3.9 
per cent during the same period. Thus, share claimed by each institution 
in the total assistance sanctioned to all other industries together by the 
end of March 1997 can be ranked as follows: 
1st : IDBI (31,7 per cent) 6th ; SIDBI (5.9 per cent) 
2nd ; ICICI (24.8 per cent) 7th : SIDCs (3.9 per cent) 
3rd : UTI (11.1 percent) 8th : LIC (3.1 per cent) 
4th . SFCs (9.4 percent) 9th ; IIBI(1.2 percent) 
5th : IFCI (8.9 per cent) 
4. Institutionwise-Statewise Analysis 
Assistance sanctioned by the financial institutions has spread over 
all States and Union Territories. The objective of institutionwise-Statewise 
analysis is to know the share claimed by each institution in the total 
assistance sanctioned to different States over the years. For this purpose 
following top six States are undertaken for analysis. These six States 
together accounted 65.7 per cent of the total assistance sanctioned by APIs 
by the end of March 1997 and remaining 34,3 per cent of the total 
assistance accounted by all other States and Union Territories together. 
(i) Maharashtra, 
(ii) Gujrat, 
(iii) Tamil Nadu, 
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(iv) Uttar Pradesh, 
(v) Karnatka. 
(vi) Andhra Pradesh, and 
(vii) All Other States and Union Territories. 
(i) Assistaince to Maharashtra 
Maharashtra claimed the largest amount of assistance (21.1 per 
cent) from APIs by the end of March 1997. However, different financial 
institutions have sanctioned varying amounts of assistance to Maharashtra 
over the years. Table 7.22 gives the details of assistance sanctioned to 
Maharashtra by different financial institutions. 
Table 7.22 : Institutionwise Assistance Sanctioned to Maharashtra 




































































































Source: Report on Development Banking in India, various issues. 
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Table 7.22 shows that ICICI accounted the largest share of 34.0 
per cent of the total assistance sanctioned to Maharashtra by the end 
of March 1997 followed by IDBI 30.7 per cent, UTI 10.1 per cent, IFCI 
7.3 per cent, SIDBI 4.9 per cent, LIC 4.7 per cent, SFCs 4.5 per cent, 
SIDCs 2.8 per cent and IIBI 1,0 per cent. However, we notice some 
significant changes in the pattern of assistance sanctioned to Maharashtra 
by the financial institutions over the years. Share of IDBI declined 
continuously from 40.6 per cent by March 1983 to 39.1 per cent by March 
1990 and further to 30.7 per cent by March 1997. Share of IFCI increased 
from 8.1 per cent by March 1983 to 10.8 per cent by March 1990, but 
declined to 7.3 per cent by March 1997. Share of ICICI declined from 
18.4 per cent by March 1983 to 16.9 per cent by March 1990, but increased 
substantially to 34.0 per cent by March 1997. Share of IIBI increased 
continuously from 0.2 per cent to 0.8 per cent and further to 1.0 per 
cent during the same period. On the other hand, share of LIC declined 
continuously from 6.8 per cent to 6.1 per cent and further to 4.7 per cent 
during the same period. Share of UTI increased from 5.2 per cent by March 
1983 to 16.5 per cent by March 1990, but declined to 10.1 per cent by 
March 1997. Shares of both SFCs and SIDCs declined continuously over 
the years. Share of SFCs declined from 11.2 per cent by March 1983 to 
6.1 per cent by March 1990 and further to 4.5 per cent by March 1997, 
while share of SIDCs declined from 6.2 per cent to 3.7 per cent and further 
to 2.8 per cent during the same period. Thus, share claimed by each 
institution in the total assistance sanctioned to Maharashtra by the end of 
March 1997 can be ranked as follows: 
1st : ICICI (34.0 per cent) 6th : LIC (4.7 per cent) 
2nd ; IDBI (30,7 per cent) 7th ; SFCs (4.5 per cent) 
3rd ; UTI (10.1 per cent) 8th : SIDCs (2.8 per cent) 
4th : IFCI (7.3 percent) 9th : IIBI (1.0 per cent) 
5th ; SIDBI (4.9 per cent) 
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(ii) Assistance to Gujrat 
Gujrat is the second largest recipient of the total assistance (14.9 
per cent) sanctioned by APIs by the end of March 1997. Table 7.23 gives 
the details of assistance sanctioned to Gujrat by the financial institutions. 
Table 7.23 : Institutionwise Assistance Sanctioned to Gujrat 




































































































Source: Report on Development Banking in India, various issues. 
Table 7.23 clearly reflects that IDBI has been the largest source 
of assistance to Gujrat over the years. By the end of March 1997, IDBI 
accounted 34.9 per cent of the total assistance sanctioned to Gujrat 
followed by ICICI 27.6 per cent, IFCI 12.4 per cent, SIDBI 5.7 per cent, 
UTI 5.6 per cent, SFCs 5.1 per cent, LIC 4.5 per cent, SIDCs 3.2 per 
cent and IIBI 1.0 per cent. However, we find some significant changes 
in the pattern of assistance sanctioned to Gujrat by the financial institutions 
over the years. Share of IDBI declined continuously from 53.5 per cent 
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by March 1983 to 47.6 per cent by March 1990 and further to 34.9 per 
cent by March 1997. On the other hand^share of IFCI and ICICI increased 
continuously over the years. Share of IFCI increased from 6.7 per cent 
to 10.0 per cent and further to 12.4 per cent, while share of ICICI 
increased from 12.5 per cent to 14.9 per cent and further to 27.6 per cent 
during the same period. We also notice marginal increase in the share of 
IIBI from 0.4 per cent to 0.9 per cent and further to 1.0 per cent during 
the same period. Share of LIC increased from 3.6 per cent by March 1983 
to 5.4 per cent by March 1990, but declined to 4.5 per cent by March 
1997. Share of UTI increased from 2.7 per cent by March 1983 to 5.6 
per cent by March 1990 and remained same by March 1997. We notice 
continuous decline in the share of both SFCs and SIDCs over the years. 
Share of SFCs declined from 12.9 per cent by March 1983 to 10.3 per 
cent by March 1990 and further to 5.1 per cent by March 1997, while 
share of SIDCs declined from 6.2 per cent to 5.3 per cent and further 
to 3.2 per cent during the same period. Thus, share claimed by each 
institution in the total assistance sanctioned to Gujrat by the end of March 
1997 can be ranked as follows: 
1st : IDBI (34.9 per cent) 6th ; SFCs (5.1 per cent) 
2nd ; ICICI (27.6 per cent) 7th: LIC (4.5 per cent) 
3rd : IFCI (12.4 per cent) 8th : SIDCs (3.2 per cent) 
4th : SIDBI (5.7 percent) 9th : IIBI (1.0 per cent) 
5th : UTI (5.6 per cent) 
(iii) Assistance to Tamil Nadu 
Tamil Nadu is the third largest recipient of the total assistance 
(9.1 per cent) sanctioned by APIs by the end of March 1997. Table 7.24 
gives the details of assistance sanctioned to Tamil Nadu by the financial 
institutions. 
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Table 7.24 : Institutionwise Assistance Sanctioned to Tamil Nadu 





































































































Source: Report on Development Banking in India, various issues. 
Table 7.24 clearly reflects that IDBI has been the largest source 
of funds to Tamil Nadu over the years. By the end of March 1997, IDBI 
accounted 34.9 per cent of the total assistance sanctioned to Tamil Nadu 
followed by ICICI 29.3 per cent, IFCI 10.5 per cent, SFCs 9.7 per cent, 
SIDBI 7.9 per cent, SIDCs 2.4 per cent, UTI 2.3 per cent, LIC 1.9 per 
cent and IIBI 1.1 per cent. However, over the years, we notice some 
significant changes in the pattern of assistance sanctioned to Tamil Nadu. 
Share of IDBI declined continuously from 55.7 per cent by March 1983 
to 51.7 per cent by March 1990 and further to 34.9 per cent by March 
1997. Share of IFCI declined from 8.5 per cent by March 1983 to 8.1 
per cent by March 1990, but increased to 10.5 per cent by March 1997. 
Likewise, share of ICICI also declined marginally from 11.5 per cent by 
March 1983 to 11.4 per cent by March 1990, but increased substantially 
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to 29.3 per cent by March 1997. Share of IIBI increased from 0.3 per 
cent by March 1983 to 1.4 per cent by March 1990, but declined to 1.1 
per cent by March 1997. Share of LIC also increased from 2.7 per cent 
to 3.9 per cent but declined to 1.9 per cent during the same period. Share 
of UTI also increased from 1.7 per cent to 7.7 per cent but declined to 
2.3 per cent during the same period. Share of SFCs declined continuously 
from 14.8 per cent to 11.6 per cent and further to 9.7 per cent during 
the same period. Share of SIDCs remained stagnant during eighties but 
declined from 4.2 per cent to 2.4 per cent by March 1997. Thus, share 
claimed by each institution in the total assistance sanctioned to Tamil Nadu 
by the end of March 1997 can be ranked as follows: 
1st ; IDBI (34.9 per cent) 6th : SIDCs (2.4 per cent) 
2nd : ICICI (29.3 per cent) 7th : UTI (2.3 per cent) 
3rd :IFCI (10.5 percent) 8th : LIC (1.9 percent) 
4th : SFCs(9.7 percent) 9th:IIBI(l . l percent) 
5th : SIDBI (7.9 per cent) 
(iv) Assistance to Uttar Pradesh 
Uttar Pradesh accounted 7.3 per cent of the total assistance 
sanctioned by APIs by the end of March 1997. Table 7.25 gives the details 
of assistance sanctioned by the financial institutions to Uttar Pradesh. 
Table 7.25 clearly reflects that IDBI has been the largest source 
of assistance to U.P. over the years. By the end of March 1997, IDBI 
accounted 37.1 per cent of the total assistance sanctioned to U.P. followed 
by ICICI 17.4 per cent, IFCI 15.9 per cent, SFCs 9.9 per cent, SIDCs 
6.6 per cent, SIDBI 5.9 per cent, UTI 3.9 per cent, LIC 2.2 per cent and 
IIBI 1.1 per cent. However, we notice some significant changes in the 
distribution of assistance sanctioned to UP. over the years. We find 
continuous decline in the share of IDBI from 49.6 per cent by March 
1983 to 47.6 per cent by March 1990 and further to 37.1 per cent by March 
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Table 7.25 : Institutionwise Assistance Sanctioned to Uttar Pradesh 





































































































Source: Report on Development Banking in India, various issues. 
1997. On the other hand, we notice continuous increase in the shares of 
IFCI, ICICI and IIBI. Share of IFCI increased from 12.4 per cent to 
12.5 per cent and further to 15.9 per cent, while that of ICICI increased 
from 9.5 per cent to 10.5 per cent and further to 17.4 per cent and that 
of IIBI increased from 0.3 per cent to 0.9 per cent and further to 1.1 
per cent during the same period. Share of LIC declined from 3.9 per cent 
by March 1983 to 2.2 per cent by March 1990 and remained stagnant by 
March 1997. Share of UTI increased from 0.9 per cent by March 1983 
to 6.9 per cent by March 1990, but declined to 3.9 per cent by March 
1997. Share of SFCs declined continuously from 17.0 per cent to 11.8 per 
cent and further to 9.9 per cent during the same period. Share of SIDCs 
increased from 5.5 per cent by March 1983 to 7.6 per cent by March 1990, 
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but declined to 6.6 per cent by March 1997. Thus, share claimed by each 
institution in the total assistance sanctioned to U.P. by the end of March 
1997 can be ranked as follows: 
6th; SIDBI(5.9 percent) 
7th: UTI(3.9 percent) 
8th: Lie (2.2 per cent) 
9th:IIBI(l.l percent) 
1st :IDBI(37.1 percent) 
2nd :ICICI(17.4 per cent) 
3rd :IFCI (15,9 per cent) 
4th : SFCs(9.9 percent) 
.5th :SIDCs (6.6 per cent) 
(v) Assistance to Karnatka 
Karnatka accounted 7.1 per cent of the total assistance sanctioned 
by APIs by the end of March 1997. Table 7.26 gives the details of 
assistance sanctioned by the financial institutions to Karnatka. 
Table 7.26 : Institutionwise Assistance Sanctioned to Karnatka 




































































































Source: Report on Development Banking in India, various issues. 
242 
Table 7.26 clearly reflects that IDBI has been the largest source 
of funds to Karnatka over the years. By the end of March 1997, IDBI 
accounted 31.2 per cent of the total assistance sanctioned to Karnatka 
followed by ICICI 26 9 per cent, SFCs 13.0 per cent, IFCI 8.6 per cent, 
SIDBI 7.6 per cent, SIDCs 6.3 per cent, UTI 3.1 per cent, LIC 2.5 per 
cent and IIBI 0.8 per cent. However, we notice some significant changes 
in the pattern of assistance sanctioned to Karnatka over the years. Share 
of IDBI increased from 45.9 per cent by March 1983 to 48.6 per cent 
by March 1990, but declined to 31.2 per cent by March 1997. Share of 
IFCI declined from 9.6 per cent by March 1983 to 7.6 per cent by March 
1990, but increased to 8.6 per cent by March 1997. Likewise, share of 
ICICI declined from 11.6 per cent to 10.2 per cent but increased 
substantially to 26.9 per cent during the same period. Share of IIBI 
increased continuously from 0.2 per cent by March 1983 to 0.4 per cent 
by March 1990 and further to 0.8 per cent by March 1997. Share of LIC 
declined continuously from 6.2 per cent to 3.1 per cent and further to 
2.5 per cent during the same period. Share of UTI increased from 2.5 per 
cent by March 1983 to 5.0 per cent by March 1990, but declined to 3.1 
per cent by March 1997. Likewise, share of SFCs increased from 12.5 per 
cent to 17.4 per cent but declined to 13.0 per cent during the same period. 
We notice continuous decline in the share of SIDCs from 10.6 per cent 
by March 1983 to 7.7 per cent by March 1990 and further to 6.3 per cent 
by March 1997. Thus, share claimed by each institution in the total 
assistance sanctioned to Karnatka by the end of March 1997 can be ranked 
as follows: 
1st : IDBI (31.2 percent) 
2nd ; ICICI (26.9 per cent) 
3rd : SFCs (13.0 per cent) 
4th : IFCI (8.6 percent) 
5th : SIDBI (7.6 per cent) 
6th: SIDCs (6.3 percent) 
7th: UTI (3.1 percent) 
8th : LIC (2.5 percent) 
9th: IIBI (0.8 percent) 
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(vi) Assistance to Andhra Pradesh 
Andhra Pradesh accounted 6.2 per cent of the total assistance 
sanctioned by APIs by the end of March 1997. Table 7.27 gives the details 
of assistance sanctioned by the financial institutions to Andhra Pradesh. 
Table 7.27 : Institutionwise Assistance Sanctioned to Andhra Pradesh 




































































































Source: Report on Development Banking in India, various issues. 
Table 7.27 clearly reflects that IDBI has been the largest source 
of funds to Andhra Pradesh over the years. By the end of March 1997, 
IDBI accounted 42.7 per cent of the total assistance sanctioned to Andhra 
Pradesh followed by ICICI 22.8 per cent, IFCI 11.7 per cent, SFCs 7.5 
per cent, SIDBI 6.2 per cent, LIC 2.8 per cent, UTI 2.6 per cent, SIDCs 
2.4 per cent and IIBI 1.3 per cent. However, over the years we notice 
some significant changes in the pattern of assistance to Andhra Pradesh 
by the financial institutions. Share of IDBI increased from 46.6 per cent 
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by March 1983 to 47.7 per cent by March 1990, but declined to 42.7 per 
cent by March 1997. Shares of IFCI, ICICI and IIBI increased 
continuously over the years. Share of IFCI increased from 10.0 per cent 
by March 1983 to 11.2 per cent by March 1990 and further to 11,7 per 
cent by March 1997, while share of ICICI increased from 8.9 per cent 
to 10.4 per cent and further to 22.8 per cent, and share of IIBI increased 
from 0.2 per cent to 0.7 per cent and further to 1.3 per cent during the 
same period. Share of LIC increased from 2.6 per cent by March 1983 
to 4.6 per cent by March 1990, but declined to 2.8 per cent by March 
1997. Likewise, share of UTI also increased from 1.3 per cent to 6.3 per 
cent but declined to 2.6 per cent during the same period. On the other 
hand, shares of both SFCs and SIDCs declined continuously over the years. 
Share of SFCs declined from 20.9 per cent by March 1983 to 14.4 per 
cent by March 1990 and further to 7.5 per cent by March 1997, while 
share of SIDCs declined from 8.6 per cent to 4.7 per cent and further 
to 2,4 per cent during the same period. Thus, share claimed by each 
institution in the total assistance sanctioned to Andhra Pradesh by the end 
of March 1997 can be ranked as follows: 
1st : IDBI(42.7 percent) 
2nd : ICICI (22.8 percent) 
3rd : IFCI (11.7 per cent) 
4th ; SFCs (7,5 percent) 
5th ; SIDBI (6.2 per cent) 
6th ; LIC (2,8 percent) 
7th : UTI (2,6 percent) 
8th : SIDCs (2,4 percent) 
9th : IIBI (1,3 percent) 
(vii) Assistance to All Other States and Union Territories 
Remaining all other States and Union Territories together accounted 
34,7 per cent of the total assistance sanctioned by AFIs by the end of 
March 1997. Table 7.28 gives the details of assistance sanctioned to all 
other States and Union Territories. 
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Table 7.28 : Institutionwise Assistance Sanctioned to All Other States and 
Union Territories 





































































































Source: Report on Development Banking in India, various issues. 
Table 7.28 clearly shows that IDBI has been the largest source 
of assistance to all other States and Union Territories together over the 
years. By the end of March 1997, IDBI accounted the largest share of 
37.3 per cent of the total assistance sanctioned to all other States and 
Union Territories together followed by ICICI 20.0 per cent, IFCI 12.8 per 
cent, SIDBI 8.3 per cent, SFCs 8.2 per cent, LIC 4.7 per cent, SIDCs 
4.3 per cent, UTI 2.8 per cent and IIBI 1.6 per cent. However, we notice 
some significant changes in the pattern of assistance to all other States 
and Union Territories over the years. Share of IDBI increased from 46.9 
per cent by March 1983 to 48.8 per cent by March 1990, but declined 
to 37.3 by March 1997. Shares of both IFCI and ICICI increased 
continuously over the years. Share of IFCI increased from 8.5 per cent 
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by March 1983 to 9.9 per cent by March 1990 and further to 12.8 per 
cent by March 1997, while that of ICICI increased from 9.4 per cent to 
9.8 per cent and further to 20.0 per cent during the same period. On the 
other hand, shares of IIBI, SFCs and SIDCs declined continuously over 
the years. Share of IIBI declined from 2.3 per cent to 1.7 per cent and 
further to 1.6 per cent, share of SFCs declined from 16.9 per cent to 13.6 
per cent and further to 8.2 per cent, while that of SIDCs declined from 
8.2 per cent to 6.9 per cent and further to 4.3 per cent during the same 
period. Share of LIC declined from 4.0 per cent by March 1983 to 3.8 
per cent by March 1990, but increased to 4.7 per cent by March 1997. 
Share of UTI increased from 2.3 per cent to 5.5 per cent but declined 
to 2.8 per cent during the same period. Thus, share claimed by each 
institution in the total assistance sanctioned to all other States and Union 
Territories together by the end of March 1997 can be ranked as follows: 
1st :IDBI(37.3 percent) 6th .LIC (4.7 percent) 
2nd : ICICI (20.0 per cent) 7th ; SIDCs (4.3 percent) 
3rd : IFCI (12.8 per cent) 8th ; UTI (2.8 per cent) 
4th : SIDBI(8.3 percent) 9th. IIBI (1.6 percent) 
5th : SFCs (8.2 per cent) 
5. Instituitionwise-Areawise Analysis 
One of the most important feature of the financial institutions is 
that they are increasingly taking interest in the financial assistance of less 
developed and backward areas of the country. Assistance sanctioned by the 
financial institutions are spread over all areas of the country. The objective 
of institutionwise-areawise analysis is to know the share claimed by each 
institution in the total assistance sanctioned to all areas of the country 
over the years. For this purpose following two types of areas of the country 
are undertaken: 
(i) Backward Areas, and 
(ii) Non-Backward Areas. 
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(i) Assistance to Backward Areas 
By the end of March 1997, APIs have sanctioned an assistance 
of Rs. 111345.20 crores to the projects located in backward areas 
constituting 34.7 per cent of total sanctions of APIs. Table 7.29 gives the 
details of institutionwise assistance sanctioned to backward areas. 
Table 7,2.9 ; Institutionwise Assistance Sanctioned to Backward Areas 





































































































Source: Report on Development Banking in India, various issues. 
Table 7.29 clearly reflects that IDBI has been the: largest source 
of assistance to backward areas of the country over the years. By the 
end of March 1997, IDBI accounted 39.9 per cent of the total assistance 
sanctioned to the backward areas followed by ICICI 20.5 per cent, IFCI 
16.8 per cent, SFCs 10.4 per cent, SIDCs 5.9 per cent, SIDBI 5.6 per 
cent and IIBI 0.9 per cent. However, we notice some significant changes 
in the pattern of assistance to backward areas by the financial institutions 
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over the years. There has been continuous decline in the shares of IDBI, 
SFCS and SIDCs in the total assistance sanctioned to backward areas 
over the years. Share of IDBI declined from 50.5 per cent by March 1983 
to 48.5 per cent by March 1990 and further to 39.9 per cent by March 
1997, share of SFCs declined from 17.6 per cent to 14.7 per cent and 
further to 10.4 per cent, while that of SIDCs declined from 10.6 per cent 
to 8.8 per cent and further to 5.9 per cent during the same period. On 
the other hand, shares of IFCI and ICICI increased continuously over the 
years. Share of IFCI increased from 9.9 per cent by March 1983 to 12.4 
per cent by March 1990 and further to 16.8 per cent by March 1997, while 
that of ICICI increased from 9.7 per cent to 12.9 per cent and further 
to 20.5 per cent during the same period, Share of IIBI remained stagnant 
around 0.9 per cent over the years. Share of UTI increased from 1.0 per 
cent by March 1983 to 1.8 per cent by March 1990. Thus, share claimed 
by each institution in the total assistance sanctioned to backward areas 
by the end of March 1997 can be ranked as follows: 
1st : IDBI (39.9 percent) 
2nd ; ICICI (20.5 percent) 
3rd : IFCI (16.8 percent) 
4th : SFCs (10.4 per cent) 
5th : SIDCs (5.9 percent) 
6th : SIDBI (5.6 percent) 
7th : IIBI (0.9 percent) 
(ii) Assistance to Non-Backward Areas 
By the end of March 1997 AFIs have sanctioned an assistance 
of Rs. 209678.20 crores to the projects located in non-backward areas 
forming 65.3 per cent of total sanctions of AFIs. Table 7.30 gives the 
details of institutionwise assistance sanctioned to non-backward areas. 
Table 7.30 clearly shows that IDBI has been the largest source 
of assistance to non-backward areas over the years. By the end of March 
1997, IDBI accounted 37.7 per cent of the total assistance sanctioned to 
non-backward areas followed by ICICI 32.0 per cent, IFCI 10.0 per cent, 
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Table 7.30 : Institutionwise Assistance Sanctioned to Non- Backward Areas 




































































































Source: Report on Development Banking in India, various issues. 
SIDBI 8.4 per cent, SFCs 7.0 per cent, SIDCs 3.4 per cent and IIBI 1.5 
per cent. However, we notice some significant changes in the pattern of 
assistance sanctioned to non-backward areas by the financial institutions 
over the years. There has been continuous decline in the share of IDBI, 
SFCs and SIDCs over the years. Share of IDBI declined from 50.1 per 
cent by March 1983 to 49.7 per cent by March 1990 and further to 37.7 
per cent by March 1997. Share of SFCs declined from 14.8 per cent to 
10.5 per cent and further to 7.0 per cent, while that of SIDCs declined 
from 5.4 per cent to 4.1 per cent and further to 3.4 per cent during the 
same period. On the other hand, share of IFCI increased continuously from 
8.6 per cent to 9.4 per cent and further to 10.0 per cent during the same 
period. Share of ICICI declined from 14.5 per cent by March 1983 to 
12.1 per cent by March 1990, but increased to 32.0 per cent by March 
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1997. Share of IIBI remained stagnant around 1.5 per cent over the years. 
Share of UTI increased from 4.1 per cent by March 1983 to 12.7 per cent 
by March 1990. Thus, share claimed by each institution in the total 
assistance sanctioned to- non-backward areas by the end of March 1997 
can be ranked as follows; 
1st . IDBI (37.7 per cent) 5th : SFCs (7.4 per cent) 
2nd : ICICI (32.0 per cent) 6th : SIDCs (3.4 per cent) 
3rd : IFCI (10.0 per cent) 7th: IIBI (1.5 per cent) 
4th : SIDBI(8.4 percent) 
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C O N C L U S I O N S 
The adequate financial resources are vital for increasing the 
pace of industrialization and, therefore, existence of suitable agencies to 
mobilise and develop resources that are available internally becomes 
essential. It is at this stage that financial institutions come into picture. 
Financial institutions not only help in the mobilisation and collection of 
scattered savings from different sections of papulation, but they also 
help to increase the overall level of savings and investment and allocate 
scarce savings more efficiently among most desirable and productive 
investments, in accordance with the national priorities. 
In the pre-Independence period, India could not achieve much 
on the front of industrial development. Among other factors, one of the 
most important factor which hampered the development of industries 
under the British rule was the lack of financial institutions, particularly 
lack of specialized financial institutions in the country, to meet the 
financial requirements of the industrial sector, especially the requirements 
of medium and long-term finances. Immediately after Independence, the 
absence of an organised and developed capital market was keenly felt. 
Government of India, consistent with its policy of playing an active role 
in the industrial development of the country took appropriate steps 
towards creating a network of financial institutions in the country to fill 
the gaps in the supply of long-term finance to industry. Beginning with 
the setting-up of IFCI in 1948, the structure of financial institutions 
in India has so greatly diversified and strengthened that at present a 
battery of such institutions has come into being with the ability to 
supply finance to a variety of enterprises in diverse forms for different 
purposes. 
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The importance attached to the special institutions for financing 
industry is increasing since Second Plan. Development planning has 
changed the very conception of the industrial financing problem in 
India. In the preplanning period the problem was concerned essentially in 
terms of specific gaps indicated by the financial difficulty faced by small 
and medium sized enterprises. However, the expansion of institutional 
financing facilities is indeed the most outstanding post-Independence 
development in the sphere of industrial finance, whereas before 
Independence, intermediary financial institutions were hardly of any 
significance in the raising of long-term industrial finance, the position 
today is quite different with a variety of institutions providing 
substantial amounts by way of medium and long-term loans, playing a 
leading part in the underwriting of new issues, guaranteeing credit from 
other sources and also forming an influential class of buyers on the 
stock market. Also, the whole financial system has come under the 
increasing control of public authorities, partly through extension of 
Government and semi-Government financial institutions and partly 
through more stringent regulation of private financial institutions. 
Upto 1980, the operations of APIs in the form of assistance 
sanctioned and disbursed were modest. But in the post 1980 period, 
there has been phenomenal growth in the assistance granted by the 
financial institutions in the country. During eighties, the term-lending 
institutions operating at national and State levels have emerged as a 
significant source of term finance to the industrial sector. During 1980-
97, assistance sanctioned by APIs increased at an average annual growth 
rate of 21.2 per cent, while assistance disbursed by them increased at an 
average of 21.8 per cent per annum during the same period. Thus, 
during 1980-97 both assistance sanctioned and disbursed by APIs have 
increased at about the same rate. Part of this increase in assistance is 
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due to the inflationary increase in the supply of money and due to the 
efforts of the financial institutions to provide increasing assistance to the 
industrial sector. During 1980-97, assistance sanctioned by ICICI has 
increased at an average annual growth of rate of 30,7 per cent while 
that of IFCl increased at the rate of 30.1 per cent, and IDBl and SFCs 
at 18.1 per cent each during the same period. Thus, both ICICI and 
IFCI have recorded an increase in their annual growth rate of sanctions 
which is higher than annual growth rate of sanctions of APIs, but on 
the other hand, annual growth rate of sanctions of both IDBI and 
SFCs has increased at a lower rate during 1980-97. Like sanctions, 
assistance disbursed by both ICICI and IFCI has also increased at a 
rate higher than average growth rate of disbursements of assistance by 
APIs, but average grov/th rate of assistance disbursed by both IDBI 
and SFCs were lower than that of AFIs. This shows that ICICI and IFCI 
have dominated the field of industrial finance during 1980-97. A notable 
feature is that assistance disbursed by ICICI, IFCI and IDBI has 
increased at a lower rate than their sanctions, but assistance disbursed 
by SFCs has increased at a higher rate than their sanctions. This shows 
that SFCs have been quicker in the disbursements of their assistance than 
ICICI, IFCI and IDBI. 
A major part of the assistance sanctioned by AFIs was in the 
form of loans consisting of rupee loans as well as foreign currency 
loans. AFIs sanctioned 76.9 per cent of the total assistance in the form 
of loans by the end of March 1997. Rupee loans accounted 66.3 per cent 
of total sanctions, while foreign currency loans accounted 10.6 per cent 
of total sanctions by AFIs. A break-up of total loans shows that 86.3 
per cent of the total loans was in the form of rupee loans, while foreign 
currency loans accounted 13.7 per cent of the total loans sanctioned by 
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APIs. Thus, rupee loans constitute the major form of assistance 
sanctioned by APIs. 
IFCI grants assistance to industries directly as well as 
indirectly through other institutions. By the end of March 1997, IPCI 
sanctioned 92.4 per cent of its total assistance in the form of direct 
assistance. Loans (consisting of rupee loans as well as foreign currency 
loans) constitute the single most important component of IFCI's direct 
financial assistance to industrial sector forming 75.6 per cent of total 
direct assistance upto March 1997. A break-up of total loans shows that 
61.5 per cent of the total direct assistance was in the form of rupee 
loans, while 14.1 per cent in the form of foreign currency loans. This 
indicates the significance of loans in the total direct assistance 
sanctioned by IPCI. 
Like IFCI, loans also constitute the single largest component 
of ICICFs financial assistance. ICICI sanctioned 61.1 per cent of its 
total assistance in the form of loans upto March 1997. However, ICICI 
has granted a significant proportion of its assistance in the form of 
foreign currency loans. A break-up of total loans shows that 25.2 per 
cent of the total assistance was in the form of foreign currency loans, 
while 35.9 per cent in the form of rupee loans. However, the relative 
shares of both foreign currency loans and rupee loans have declined 
continuously during 1980-97. The annual average of foreign currency 
loans declined from 32.3 per cent during 1980-85 to 24.5 per cent 
during 1985-90 and further to 14.6 per cent during 1990-97. Likewise, 
the annual average of rupee loans declined from 57.4 per cent to 42.0 
per cent and further to 3 7.1 per cent during the same period. 
IDBI's assistance to industries consists of both direct and 
indirect assistance. By the end of March 1997, IDBI sanctioned a major 
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part of its assistance in the form of direct assistance constituting 63.3 
per cent of the total assistance. However, loans constitute the single 
most important source of the direct assistance of IDBI forming 79.2 
per cent of the total direct assistance sanctioned by IDBI. A break-up of 
total loans shows that 66.0 per cent of total direct assistance was in 
the form of rupee loans, while 13.2 per cent in the form of foreign 
currency loans. 
Rupee loans constitute the single most important component of 
SFCs assistance. Upto March 1997, total rupee loans sanctioned by SFCs 
accounted to 99.6 per cent of the total assistance. This clearly reflects 
the importance of rupee loans in the total assistance sanctioned by SFCs 
over the years. Thus, IFCI, ICICI, IDBI and SFCs all have provided 
major part of their assistance in the form of loans. This reflects that 
financial institutions (national as well as State level) act basically as 
term-lending institutions. 
APIs also grant their financial assistance in the form of 
underwriting and direct subscriptions. In fact, it is the second important 
form of assistance by AFIs, but underwriting assistance granted by them 
has been of limited magnitude. By the end of March 1997, AFIs 
sanctioned 18.4 per cent of their assistance in the form of underwriting 
and direct subscriptions followed by ICICI 12.3 per cent, IFCI 12.2 per 
cent and IDBI 9.3 per cent. Though financial institutions have also 
granted assistance to industries in the form of guarantees but their 
share is very low. By the end of March 1997, AFIs sanctioned only 4.7 
per cent of their total assistance in the form of guarantees, while the 
share of ICICI and IDBI was 8.3 per cent and 7.7 per cent respectively. 
A notable feature of AFI's financial operations is that they 
grant assistance to all sectors of the economy. However, private sector 
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has been the largest recipient of assistance from the financial 
institutions. Upto March 1997, AFIs sanctioned 81.3 per cent of their 
total assistance to the private sector. IFCI sanctioned 85.5 per cent of 
its total assistance to the private sector followed by ICICI 85.3 per cent 
and IDBI 78.9 per cent. Thus, IFCI and ICICI grant major part of their 
assistance to the private sector. Public sector projects have been the 
second largest beneficiary of assistance from the financial institutions. 
Upto March 1997, AFIs sanctioned 12.2 per cent of their total assistance 
to the public sector. However, relative share of public sector in total 
sanctions increased during eighties reflecting the fact that the financial 
institutions have paid greater attention to the financing of projects in the 
public sector. IDBI sanctioned 13.2 per cent of its total assistance to 
the public sector followed by ICICI 8.7 per cent and IFCI 4.1 per cent 
upto March 1997. This reflects that both IFCI and ICICI are mainly 
interested in financing the projects in the private sector. AFIs sanctioned 
only 6.5 per cent of their total assistance to joint and cooperative 
sector projects. However, the relative share of joint sector increased 
during eighties but declined during nineties. On the other hand, we 
notice continuous decline in the share of cooperative sector over the 
years. This is not a healthy development. In India, where large inequality 
of income and wealth is existing, cooperatives can play a very 
important role in the redistribution of income in favour of poor people 
and hence financial institutions should increase their assistance to the 
projects in the cooperative sector. Likewise, IFCI, ICICI and IDBI 
have sanctioned very less amount of their assistance to the projects in 
the joint and cooperative sectors. 
Industrywise distribution of assistance sanctioned by AFIs 
reflects that a major portion of their assistance has gone to growth-
oriented basic and capital goods industries like basic metals, metal 
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products, chemicals and chemical products, electrical and electronic 
equipment, cement, paper, transport equipment, electricity generation and 
machinery. These industries together accounted 58.4 per cent of the total 
assistance sanctioned by AFls upto March 1997. ICICl has sanctioned 
63.0 per cent of its assistance to the basic and capital goods industries 
followed by IFCI 60.8 per cent, IDBI 58.5 per cent and SFCs only 
35.1 per cent. This reflects that ICICI, IFCI and IDBI have taken 
greater interest in the development of non-traditional and growth-
oriented industries by making greater part of their assistance available to 
these industries. As against this, SFCs have paid greater attention on the 
development of consumer goods and services industries. This is a healthy 
sign as national level institutions are helping in the development of 
basic and capital goods industries while regional level institutions are 
paying greater attention to the consumer goods and services industries, 
so that balanced industrial development of the country is attained. Thus, 
financial institutions by providing substantial part of their assistance to 
basic and capital goods industries have helped in the creation of strong 
industrial base in the country. 
AFIs grant assistance for the establishment of new projects as 
well as existing projects for their expansion/diversif icat ion and 
modernization/renovation purposes. Upto March 1997, 40.3 per cent of 
the total assistance of AFIs has gone for the establishment of new 
projects, while remaining 59.7 per cent has gone to the existing 
projects. IFCI has granted 56.4 per cent of its total assistance to the 
new projects and remaining 43.6 per cent was granted to the existing 
projects for their expansion/diversification and modernization/renovation 
purposes by the end of March 1997. ICICI has granted 20.7 per cent of 
its total assistance to the new projects, while rest 79.3 per cent was 
granted to the existing projects for various purposes. IDBI has granted 
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45.7 per cent of its total assistance to the new projects, while remaining 
54,3 per cent was granted to the existing projects. This reflects that 
IFCl and IDBI have paid relatively greater attention to the 
establishment of new projects, while ICICI has given preference to the 
existing projects. As against this, 74.4 per cent of the total assistance 
sanctioned by SFCs has gone to the new projects, while remaining 25.6 
per cent to the existing projects. This shows that SFCs are basically 
interested in the establishment of new projects and existing projects are 
not getting much attention from them. This may be due to the fact that 
basic aim of SFCs is to grant assistance to small and medium industries 
in their respective States which generally do not have major expansion 
or diversification or modernizations plans. 
Statewise distribution of assistance sanctioned by APIs shows 
considerable concentration among few States like Maharashtra, Gujrat, 
Tamil Nadu, U.P., Karnatka, Andhra Pradesh, Madhya Pradesh and West 
Bengal. These eight States together accounted 74.3 per cent of the total 
assistance sanctioned by APIs by the end of March 1997. A 
disappointing feature is that backward States like Bihar, Rajasthan, 
Orissa, Assam, etc. have got very low share in the assistance granted by 
APIs. North-Eastern States have been almost neglected by APIs which 
together accounted only 0.6 per cent of the total assistance sanctioned 
by APIs. A healthy development is that during 1980-97 shares of some 
of the developed States like Karnatka, Gujrat, Tamil Nadu and West 
Bengal have declined, while shares of backward States like Madhya 
Pradesh, U.P. and Himachal Pradesh have increased leading to reduction 
in concentration of assistance sanctioned by APIs. However, despite 
some reduction in the degree of concentration of assistance among few 
relatively developed and large States they continue to be the largest 
beneficiaries of assistance from APIs. 
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Likewise, assistance sanctioned by IFCI shows considerable 
concentration among few relatively developed and large States like 
Gujrat, Maharashtra, U.P., Tamil Nadu, Andhra Pradesh, Madhya 
Pradesh, Karnatka and Rajasthan. These eight States accounted 76.8 per 
cent of the total assistance sanctioned by IFCI. Likewise, 84.2 per cent 
of the total assistance sanctioned by ICICI has gone to the States of 
Maharashtra, Gujrat, Tamil Nadu, Karnatka, Andhra Pradesh, U.P., West 
Bengal and Madhya Pradesh. IDBI sanctioned 77.2 per cent of its total 
assistance to the States like Maharashtra, Gujrat, Tamil Nadu, U.P., 
Andhra Pradesh, Karnatka, Madhya Pradesh and Rajasthan. Statewise 
distribution of assistance sanctioned by SFCs shows considerable 
concentration among few States. By March 1997, SFCs of Karnatka, 
Maharashtra, Tamil Nadu, U.P. and Gujrat have accounted 60.1 per cent 
of total sanctions. However, backward States have got very low share 
in the total assistance sanctioned by these financial institutions. We also 
notice that six North-Eastern States have been almost neglected by these 
financial institutions. There has been significant changes in the flow of 
assistance to different States during 1980-97, leading to reduction in 
the concentration of assistance. However, still situation is not 
satisfactory as it continues to be concentrated in few States specially 
developed States. Financial institutions should further reduce regional 
concentration of assistance by providing greater assistance to relatively 
backward States and reducing assistance to relatively developed States. 
Since the inception of planning. Govt, of India has emphasized 
on balanced regional development of the country. For this purpose, 
special emphasis has been placed by the Government for rapid industrial 
development of the backward areas. In pursuance of Government's policy 
to accelerate the industrialization of backward regions, APIs have played 
an increasingly important role in providing assistance to projects located 
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in identified bacicward areas of the country. Upto March 1997, AFIs 
sanctioned 33.7 per cent of their total assistance to the projects located 
in identified backward areas of the country. However, there has been 
continuous decline in the share of assistance sanctioned to backward 
areas by APIs from 40.4 per cent by March 1983 to 38.4 per cent by 
March 1990 and further to 33.7 per cent by March 1997. This is not a 
desirable trend. Statewise distribution of assistance shows considerable 
concentration among few relatively developed and large States like 
Gujrat, Maharashtra, U.P., Karnatka, Madhya Pradesh, Andhra Pradesh, 
Tamil Nadu and Rajasthan. These eight States together accounted 74.8 
per cent of the total assistance sanctioned to the backward areas by 
March 1997. 
IFCI sanctioned 47.03 per cent of its total assistance to the 
projects located in backward areas of the country by March 1997. In 
fact, there has been significant increase in the flow of assistance to the 
backward areas over the years. Statewise distribution of assistance 
sanctioned to backward areas shows considerable concentration among 
few relatively developed and large States like Gujrat, Madhya Pradesh, 
Maharashtra, U.P., Karnatka, Andhra Pradesh, Rajasthan and Tamil Nadu. 
These eight States together accounted 74.6 per cent of the total 
assistance sanctioned to the backward areas by March 1997. ICICI 
sanctioned 25.4 per cent of its total assistance to the projects located in 
backward areas of the country by March 1997. However, assistance 
sanctioned by ICICI to backward areas has increased at an average 
annual grov/th rate of 48.6 per cent during 1980-90, but declined to 
29.8 per cent per annum during 1990-97. IDBI sanctioned 36.0 per cent 
of its total assistance to the backward areas upto March 1997. There has 
been continuous decline in the share of assistance sanctioned to the 
backward areas by IDBI from 42.0 per cent by March 1983 to 41.6 per 
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cent by March 1990 and further to 36.0 per cent by March 1997. 
Average annual growth rate of sanctions to the backward areas by IDBI 
declined from 42.8 per cent during 1980-90 to 32.4 per cent during 
1990-97. SFCs sanctioned 44.2 per cent of their total assistance to the 
backward areas. This reflects that State level institutions have played 
relatively greater role than national level institutions in financing 
projects located in the identified backward areas. However, the relative 
share of assistance sanctioned to the backward areas by SFCs increased 
during eighties but declined during nineties. Statewise distribution of 
assistance sanctioned by these financial institutions shows considerable 
concentration among few relatively developed and large States like 
Maharashtra, Gujrat, Karnatka, U.P., Tamil Nadu and Andhra Pradesh, 
while backward areas of backward States such as Bihar, Orissa, 
Rajasthan and North-Eastern States, etc. have got very low share. 
However, over the years some decline in the concentration of assistance 
has taken place, but still situation is not very much satisfactory. 
Financial institutions should provide greater part of their assistance 
meant for backward areas on a priority basis to achieve balanced 
industrial development of the country. 
Institutionwise-assistancewise analysis reflects that IDBI, being 
the apex body in the field of industrial finance, has been the largest 
source of funds to the industrial sector. By the end of March 1997, 
IDBI accounted 3 1 9 per cent of the total assistance sanctioned by APIs 
followed by ICICI 22.3 per cent, UTI 11.6 per cent, IFCI 9.8 per cent, 
SIDBI 7.1 per cent, SFCs 6.5 per cent, LIC 4.4 per cent, SIDCs 3.3 
per cent, GIC 1.6 per cent, IIBI 1.1 per cent and others 0.4 per cent. 
However, over the years we notice significant changes in the 
distribution of assistance sanctioned by different financial institutions, 
IDBI and IFCI maintained their first and fourth position in the total 
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industrial finance respectively but SFCs lost their second position to 
sixth position and ICICI improved its position from third place to 
second place during 1980-97. 
Institutionwise-sectorwise analysis of assistance shows that 
IDBI, being the apex body in the field of industrial finance, has been 
the largest source of funds to all sectors of the economy. IDBI 
accounted 3 7.1 per cent of the total assistance sanctioned to the private 
sector by March 1997 followed by ICICI 29.3 per cent, IFCI 12.9 per 
cent, UTI 10.9 per cent, SIDCs 4.5 per cent, LIC 3.9 per cent and IIBI 
1.4 per cent. As far as public sector is concerned, IDBI contributed 41.7 
per cent of the total assistance followed by UTI 22.7 per cent, ICICI 
20.1 per cent, LIC 8.5 per cent, IFCI 5.0 per cent, SIDCs 1.3 per cent 
and IIBI 0.7 per cent. However, IDBI accounted 47.7 per cent of the 
total assistance sanctioned to the joint sector followed by ICICI 24.0 
per cent, IFCI 16.9 per cent, SIDCs 6.6 per cent, UTI 3.3 per cent and 
IIBI 1.5 per cent. In case of cooperative sector, IDBI contributed 37.8 
per cent of total sanctions followed by ICICI 29.5 per cent, IFCI 21.2 
per cent, LIC 5.1 per cent, UTI 3.6 per cent, IIBI 1.5 per cent and 
SIDCs 1.3 per cent by March 1997. This reflects that IDBI, SIDCs and 
IIBI accounted their largest share in the total assistance sanctioned to 
the joint sector (47.7 per cent, 6.6 per cent and 1.5 per cent 
respectively), while ICICI and IFCI in the total sanctions to the 
cooperative sector (29.5 per cent and 21.2 per cent respectively), and 
UTI and LIC in the total sanctions to the public sector (22.7 per cent 
and 8.5 per cent respectively). 
Institutionwise-industrywise analysis of assistance reflects that 
IDBI accounted the largest share of the total assistance sanctioned to 
the industries such as services, textiles, basic metals, electricity 
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generation , food products and all other industries together, while on the 
other hand ICICI claimed largest share of total sanctions to the 
industries like chemicals and chemical products, electrical and electronic 
equipment and machinery. It also reflects that IDBl accounted its largest 
share in the total assistance sanctioned to electricity generation industry 
(44.6 per cent), while ICICI to electrical and electronic equipment 
(36.2 per cent), IFCI, UTI and LIC to basic metals industry (17.2 per 
cent, 16.9 per cent and 7.6 per cent respectively), SFCs, SIDCs and 
IIBI to food products industry (15.4 per cent, 7.6 per cent and 2.1 per 
cent respectively) and SIDBI to machinery industry (11. 5 per cent) by 
March 1997. This also reveals the fact that national level institutions are 
more interested in the development of growth-oriented basic and capital 
goods industries, while State level institutions have paid greater 
attention on the development of consumer goods industries. This is 
desirable for the industrial development of the country and this trend 
should be continued. 
Institutionwise-Statewise analysis of assistance reveals that 
IDBI claimed the largest share of the total assistance sanctioned to all 
States and Union Territories except Maharashtra, while ICICI accounted 
the largest share of the total assistance sanctioned to Maharashtra by 
March 1997. We notice that IDBI accounted its largest share in the 
total assistance sanctioned to Andhra Pradesh (42.7 per cent), while 
ICICI, UTI and LIC to Maharashtra (34.0 per cent, 10.1 per cent and 
4.7 per cent respectively), IFCI and SIDCs to U.P. (15.9 per cent and 
6.6 per cent respectively), SFCs to Karnatka (13.0 per cent), and 
SIDBI and IIBI to all other States and Union Territories together (8.3 
per cent and 1.6 per cent respectively). This also reflects the fact that 
IDBI , ICICI, IFCI and SFCs together accounted largest share in the 
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total assistance sanctioned to Andhra Pradesh constituting 84.7 per cent 
by March 1997 followed by U.P. 84.3 per cent, Gujrat 80.0 per cent, 
Karnatka 79.7 per cent, all other States and Union Territories together 
78.3 per cent, Maharashtra 76.5 per cent and Tamil Nadu 75.4 per cent. 
Thus, these financial institutions grant substantial amounts of their 
assistance particularly to less developed States of the country. This is 
healthy development as it reduces the concentration of assistance among 
few relatively developed States of the country. 
Institutionwise-areawise analysis of assistance shows that IDBI 
has been the largest source of funds to the projects located in both 
backward and non-backward areas of the country. However, we notice 
that IDBI, IFCI, SFCs and SIDCs accounted their largest share in the -
total assistance sanctioned to backward areas, while ICICI, SIDBI and 
IIBI to non-backward areas of the country. IDBI accounted 39.9 per 
cent of the total assistance sanctioned to backward areas by March 1997 
followed by IFCI 16.8 per cent, SFCs 10,4 per cent and SIDCs 5.9 per 
cent. On the other hand, ICICI accounted 32.0 per cent of the total 
assistance sanctioned to non-backward areas followed by SIDBI 8.4 per 
cent and IIBI 1.5 per cent. 
Finally, the important findings of the study can be summarized 
as follows: 
1. During 1980-97, the average annual growth rate of both assistance 
sanctioned and disbursed by AFIs have increased at about the same rate. 
2. The average annual growth rate of assistance sanctioned and 
disbursed by both IFCI and ICICI have increased at a higher rate 
than that of AFIs, while IDBI and SFCs have recorded a lower 
growth rate. 
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3. Assistance disbursed by IFCI, ICICI and IDBI has increased at a 
lower rate than their sanctions, while assistance disbursed by SFCs 
has increased at a higher rate than their sanctions. 
4. Loans (consisting of rupee loans as well as foreign currency loans) 
constitute the major form of assistance sanctioned by the financial 
institutions. 
5. Private sector has been the largest recipient of the assistance of 
financial institutions followed by public sector. However, both IFCI 
and ICICI have confined their assistance particularly to the private 
sector. 
6. IFCI, ICICI and IDBI have sanctioned major part of their 
assistance to non-traditional and growth-oriented industries but SFCs 
have paid greater attention on the development of consumer goods 
and services industries. 
7. Financial institutions have sanctioned their assistance for the 
establishment of new as well as existing projects. However, ICICI 
has confined its assistance particularly to existing projects, while 
SFCs to new projects. 
8. Statewise distribution of assistance sanctioned by financial 
institutions shows considerable concentration among few large and 
developed States. North-Eastern States have been almost neglected 
by the financial institutions. 
9. Financial institutions have granted a substantial part of their 
assistance to projects located in identified backward areas of the 
country, but their Statewise distribution reflects concentration among 
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few relatively developed and large States. Despite of decline in the 
concentration of their assistance still the situation is not very much 
satisfactory. 
10. IDBI has been the largest source of funds to the industrial sector 
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